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Polish election 

Hauntedby 

ifiepast 



US economy 

Has there been 
a miracle? 

Page 17 
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WOBtDNBWS 

•feme bows 
out of contest 
forthe Irish 
presidency 



,' Ireland looked set for a 
full-blooded presidential election 
contest after Northern Ir elan d 
p olitician and peace-broker J ohn 
H um e, above, said he would not 
■ be standing. Page 18 

Diana’s family spurn tftto: 

Buckingham Palace said it con* 
sfdered restoring Princess 
Diana’s royal title alter her 
.. funeral, but her family said she 
.would not have wanted to be 
. known after death.' as Her Royal 
Highness. Diana received the 
.. style HRH when she married in 
1981 and lost it when she ■ 

. divorced. Page lp. Souvenir 
industry gears up, Page U 

400 feared drowned: As many 
as 400 people were feared drow- 
ned after a packed ferry carrying 
between 400 and 900 people sank 
north of Port-au-Prince, Haiti’s 
capital One report said about 300 
people managed to swim ashore. 
Page 7 

14 hdd ovar 037m holdup: 

Police have arrested 14 people in 
Switzerland and Italy over a 
SFr53m ($37ta) armed post office 
holdup in Zurich-More than 
SFt20m snatched in the robbery 
has been recovered, 

Page2 

Mr In troubto again: The 

Russian space station MIT's -■ 
onboard computer broke down 
again, forcing the crew to shut 
down most equipment Ground 
controllers said the crew was in 
no danger. . 

-13 dfe.tai train oraah: Thirteen 
per^le were killed and 39 injured 
- in Sainte- Antoine du Breuilh. 
south-west France, when a Bor- 
' deaux to Bergerac train hit a fuel 
truck at an automatic rail cross- 
ing. Page 2 

Spanish victory chaffetiged: 

Britain is appealing against a UK. 

1 court ruling that Spanish fisher- 
men can claim compensation 
because they were barred from 
using UK fishing quotas in the 
1980s. The government also plans 
a crackdown on UK illegal fish- 
ing. Page 10 

Sotontiste urge ban: EU 

scientific advisers said trade in 
bull semen, should be stopped if 
the donors could not be ce rtifie d 
free of mad cow disease. 

Page 10 - 

Hob Mila convicted: A court 
in the German state of Jena con- 
victed 13 neo-Nazis of displaying 
‘ Nazi emb lems and trying to 
organise a-skinbead concert. 

Jonas lawyers quit Gilbert 
Davis and Joseph Cammarata. 
lead attorneys for Paula Corbin 
Jones in her sexual- harass me n t 
lawsuit against President Bill 
Clinton, are quitting the case cit- 
ing * t fn Tif ^? rnon ^ii differences' 1 
with Mrs Jones, who filed the 
lawsuit three years ago. 

Aah taDs on AoUsua: Ash from 
Montserrat’s Soufriere Hills vol- 
cano fell over the nearby Carib- 
bean island of . Antigua, forcing 
schools to close. 

HotharTarasa: Thousands 
poured into Calcutta from across 
Tn/tia to mourn missionary 
Mother Teresa, who will be given 
a state funeral on Saturday- 


Markets 


(+3EL93) 

(+11jU7) 

i+itaa 

t-32.ee) 

f-fl.D) 


rnmnnei 

Dow Jobs W * 

#150*0 Comped* — 1 - e * 6 - W 

Bmm Hi hr Eut _ 

QJLC40 g,Hin.M 

: mmn 


USE 100. 


nlflBS. 2 
.ISAAK 


UB UMCHTHMI 

F-rtmri ftufc I 5W 

S^sBi Tnu BBc Ttd — 

Laos Band — ~£g 

fed — - - MB* 


OIHHMTR 

B£ s-ao Ufftaris . 

BE: 10 jr-fitt 

IVW- 


„~7l% 

.UEUHO 

.99.45 


m 

(101-9W 


102J39 

infi.88 

nmwifltiiM 
Boat Doted -*18.15 


ion. 
10 jr 


(102.10 


BUSINESS NEWS 


SBC in talks to 
buy Brazilian 
investment 
bank Omega 

Swiss Bank Corporation is in 
advanced negotiations to acquire 
Omega, a Rio de Janeiro-based 
investment bank. European and 
US investment hank* are keen to 
establish operations in Brazil, 
which has the hugest economy in 
Latin America. Page 19 

ABN Amro Securities, broking 
arm of the Dutch b a nk, has 
bought a seat on the Tokyo Stock 
Exchange to p*panH its Japanese 
operations ahead of the Tokyo 
government's “Big Bang” finan- 
cial reforms. Page 24 

Drasdnor Book is to merge its 
three mortgage banking subsid- 
iaries to create Germany's third 
largest bank in the property lend- 
ing sector. Page 22 

Qaamont, the French 
entertainment group, is to build 
three cinemas in Europe special- 
ising in three-dimensional films, 
and is to add facilities for motion- 
simulation films to its new cine- 
mas. Page 22 

British Airways and American 
Airlines dropped plans to include 
Iberia of Spain in their proposed 
alliance. Page 20 

Promodts, the French retail 
group, had its planned takeover 
bids for rivals Casino and Rallye 
approved by the French stock 
market Trading in the shares of 
Casino and Rallye will resume 
today. Page 23 

Th» dollar will cease to be the 
world's dominant currency when 
European economic and mone- 
tary union is introduced, accord- 
ing to a growing number of inter- 
national economists. Page 3 

Porecha, the German sports car 
maker, said annual profits would 
be about doubled from last year's 
DM48. lm (826.6m) on robust 
dgmarirt for its new two-seat 
Boxster model. The company pro- 
duced 32^00 cars last year. 60 per 
cent more than in 1995. Page 22 

Nissan, the Japanese carmaker, 
is to produce two new recre- 
ational vehicles at its plant in : 
Spain, in an attempt to improve 
profitability in Europe. Page 9 

OOvsttl shares rose nearly 19 per 
cent as investors welcomed the 
Italian group's telecoms alliance 
with Mannesman^ of Germany. 
Page 22 

US-Europsan brads relations 
would take a “massive step back- 
wards” if a proposed S2bn invest- 
ment in the Iranian gas industry 
by French oil company Total 
went ahead, the US said. Page 10 

O rsofc share prices soared as 
euphoria over Athens’ successful 
bid to host the 2004 Olympic 
Games spread to the stock mar- 
ket Page 19; World stocks, 
Page88 

Barnes A Noble, leading US 
book retailer, has made little 
impact on Amazon.com, market 
leader in the internet book-sell- 
ing business, since it launched its 
own website in May. research 
shows. Page 21 

US investors think European 
equities are better value than 
Asian stocks or domestic Ameri- 
can shares, a survey of US fund 
managers and investment profes- 
sionals says. Page 8; Brave new 
world? Page 17 

US general insurers recorded 
their best results for more than 
10 years during the first six 
■mon ths of this year, consolidated 
estimates for the industry show. 
Page 20 

BMW, German executive cars 
group, announced its return to 
Formula One motor racing from 
2000 in partnership with Britain’s 
Williams team. Page 19 
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Initial public offering will rank among largest in nation’s history 


France to shed 
third of state 
telecoms group 


By David Owen and 
Bertrand Benoit In Paris 

France's Socialist-led government 
yesterday announced plans to 
give up more than a third of 
France Telecom's capital. 

The decision will mean one of 
the largest initial public offerings 
In French history. 

The government will start the 
ball roiling in only two weeks by 
seeking to raise nearly FFr40bn 
(S6.5bn) by offering 30 per cent oT 

the company. The measures will 
eventually see the French state's 
stake in the former monopoly 
operator shrink to about 63 per 
cent. 

The government plans to fol- 
low the public offering by the 
transfer of a further 7.5 per cent 
of the shares to Germany’s Deut- 
sche Telekom, one of France 
Telecom's partners in the Global 
One international telecoms alli- 
ance, as pan of a long-discussed 
exchange of shareholdings. 

The state's holding would be 
further diluted by a capital 
increase and by the transfer of 
between 3 per cent and 4 per cent 
of the capital to employees. 
Employee-shareholders will be 
represented on the company's 
board. The government wilL how- 
ever, oppose any share option 
plan for senior employees. 


The audacious way in which 
the government is opening up the 
company to outside Investors 
may prove controversial in a 
country unaccustomed to seeing 
its core public service companies 
quoted on the stock exchange. 
Some trade unions have already 
hinted at strike action. The pro- 
Communist CGT last night said 
the government had made “a bad 
decision" and claimed a large 
majority of employees were 
against it 

The Socialists' Communist 
coalition partners last night 
refrained, nevertheless, from con- 
demnation of the proposals. 
Alain Bocquet. president or the 
Communist group in the 
National Assembly, said what 
was important was not the level 
of private participation but 
whether the public sector 
would retain overall 
control. 

“When you let a wolf into the 
sheep-pen, it is best to know how 
aggressive the animal is. how 
long its teeth are. and to give 

S reelf the means to keep Jt 

er control," he said. 

Sensitive towards likely criti- 
cism from the left Dominique 
Strauss-Kahn. finance and indus- 
try minister, made strenuous 
efforts to differentiate yesterday's 
decision from the centre- right’s 



French finance minister Dominique Strauss-Kahn announcing plans 
for the flotation of 20 per cent of France Telecom ph™ 


failed attempts earlier this year 
to raise FFr30bn-FFr50bn byoffer- 
ing a minority stake in the com- 
pany. Yesterday's decision was 
“not a privatisation", Mr Strauss- 
Kahn insisted. 

But Francois Fillon, the centre- 
right former telecoms minister, 
observed that the proposals con- 
stituted "a political U-turn that is 
in line with the national inter- 
est". 

France Telecom, due to report 
its first-half results tomorrow, 
said it was “extremely satisfied” 


with the government’s plans. 

The Italian government may be 
less pleased: the French propos- 
als to begin the early offer period 
for France Telecom shares on 
September 22, with the first stock 
market quotation due on October 
20, means the exercise will come 
uncomfortably close to the much 
bigger offering of the Italian 
state's remaining 44.7 per cent 
stake in Telecom Italia. 


“Leftist realism’. Page 2 
SeD-off strategies. Page 23 


Ford to merge components divisions 


By Haig Sknonian in Frankfurt 

Ford is turning its $16bn a year 
car components operations into a 
stand-alone business called 
Visteon. The restructuring was 
announced in a satellite broad- 
cast to 55.000 employees yester- 
day by Charles Szuluk, head of 
the seven Ford components divi- 
sions. 

Mr Szuluk said the new opera- 
tion, which will remain a Ford 
subsidiary, aimed to raise sales 
to customers outside Ford from 
6 per cent of turnover to 20 per 
cent in the next few years. 

He said the reorganisation 
reflected moves in the compo- 
nents industry from individual 


Seven parts operations become one 
in carmaker’s restructuring plan 


parts to "systems", such as entire 
car interiors, as motor manufac- 
turers tried to cut development 
costs by devolving more work to 
suppliers. Mr Szuluk said Ford 
had largely failed to take advan- 
tage of the trend towards systems 
in recent years. 

However, he said the new 
structure, which involved re- 
shuffling segements of the 
components operations into 
Visteon's new divisions, would 
allow the new entity to be much 
more agile. Ford's components 


operation had sales of more than 
$l6bn last year, with 78.000 
employees in 19 countries. The 
industry as a whole has sales of 
roughly 3250bn a year, and is 
growing faster than car assembly 
because of the trend towards out- 
sourcing. 

Mr Szuluk set no deadline for 
reaching the 20 per cent target 
for sales to non-Ford customers, 
□or did he give any details on the 
group's profitability or earnings 
objectives. Some of Ford’s compo- 
nents operations, such as the big 


glass division, are believed to be 
chronically unprofitable and 
have been put up- for sale - 
unsuccessfully - in the past. 

Mr Szuluk also steered clear of 
the sensitive issue of divest- 
ments. which many analysts 
believe will be essential for Ford 
to meet its internal profits objec- 
tives. His caution stems largely 
from the difficulties experienced 
by General Motors, Ford’s bigger 
US rival, in reorganising its even 
bigger components operations in 
recent yearsL 

GM's parts activities are now 
grouped in Delphi, a stand-alone 

Continued on Page 18 
Lex, Page 18 


FT revamps 
US edition 
to spearhead 
international 
expansion 

By Pater Martin In London 

The Financial Times today 
launches its long-planned expan- 
sion in the US. A new version of 
the paper, specially edited for US 
readers, is being produced at the 
FT’S printing centres in New Jer- 
sey and California. 

Changes are also being made 
to other international versions of 
the paper, produced in six cen- 
tres in continental Europe and 
Asia. 

The US edition is the first 
result of the newspaper’s more 
ambitious international strategy. 
It was announced by Marjorie 
Scardino, chief executive of Pear- 
son, the FT’S owner, in March. 

Mrs Scardino said Pearson 
would invest up to £i00m in the 
Financial limes newspaper ova* 
the next five years with the 
emphasis on expanding interna- 
tional circulation. Hie aim for 
the next few years Is to increase 
the worldwide circulation of -the 
FT from its present 300,000 to 
450,000. 

Richard Lambert, editor of the 
Financial Times, has relocated to 
New York for a year to oversee 
the new edition. 

In an article in today's FT, he 
says: “In an age of global capi- 
tal, we think that a business 
reader in Bonn will bave many 
of the same interests as one in 
Boston or Beijing." 

Mr Lambert says structural 
changes in the world economy 
make international news increas- 
ingly essential to US business 
people. Among these is a grow- 
ing interest in emerging mar- 
kets. 

“The proposition we have to 
live up to is: if yon are interested 
in emerging markets, yon have 
no choice but to read the Finan- 
cial Times.” 

Today's US edition includes a 
front page edited for relevance to 
internationally-minded US read- 
ers. new pages of US and Latin 
American news, and enhanced 
coverage of global markets. 

Readers of other international 
versions of the FT will benefit 
from the markets changes, and 
from the work of strengthened 
reporting teams in the US and 
Latin America. A member of the 
Lex team of commentators is 
now based in New York. 


Editor's message. Page 16 
Details of changes. Page 16 


CompuServe to be split 
up in series of deals 


By Louisa Kehoa in San 
Francisco, Graham Bowfey In 
Frankfurt .and Richard Waters rn 
New York 

CompuServe, the pioneer of 
computer online Information ser- 
vices. is to be carved up in a 
series of deals that mark a radi- 
cal shift of power in the interna- 
tional internet access industry. 

WorldCom, -a fast growing US 
telecommunications company, 
has agreed to acquire Compu- 
Serve in a stock deal valued at 
$L2bn. The telecom company will 
retain CompuServe’s data com- 
munications network operations 
and its network businesses, but 
spin , off the CompuServe online 
service, which has about 2.6m 


subscribers, to America Online 
(AOL), the world's largest online 
service with 9m subscribers. 

In exchange, AOL will transfer 
its network infrastructure, val- 
ued at about $425m, to World- 
Com, and will also receive $l75m 
in cash from WorldCom. In addi- 
tion, Bertelsmann, the German 
media group, AOL's European 
partner, will pay $75m to AOL, 
and each company will invest 
£25m in an expanded joint ven- 
ture to operate CompuServe's 
European online service. 

The deals secure AOL's posi- 
tion as the pre-eminent online 


Continued on Page 18 
Lex, Page 18 
Stealing a march. Page 20 
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NEWS: EUROPE 


Jospin shows off his ‘leftist realism 


NEWS DIGEST 


By Andrew Jack in Paris 

Lionel Jospin had neither the time 
nor the inclination to celebrate Ids 
first 100 days as prime minister 
yesterday as the signs grew that 
the honeymoon since bis election 
on June 1 was coming to an end. 

Yesterday he announced to 
mixed reactions the partial privati- 
sation of France Telecom, and 
began the search in earnest for a 
replacement for Christian Blanc, 
the chairman of Air France, who 
resigned last week alter Mr Jospin 
refused to support his demand for 
a rapid sale of the state-controlled 
airline. 

Both actions highlight a gradual 
shift towards what the Socialist 
leader referred to in a speech to 
party militants last month as a 
new farm of “leftist realism”. They 
also illustrate the restrictions an 
his freedom to manoeuvre in a 
left-wing coalition which remains 
intensely divided. 

On social issues, Mr Jospin has 


marked a clear break with the pre- 
vious centre-right administration 
led by Alain JuppS. In early June 
he unveiled a cabinet with fewer 
ministers than his predecessor. It 
included several women in impor- 
tant - and not simply symbolic - 
roles, including Martine Aubry at 
the employment department and 
Elisabeth Guigou for justice. 

He swiftly announced the cancel- 
lation of the planned Rhine-Rh&ne 
canal and the closure of the Super- 
phdnix nuclear reactor. While he 
has said that be will not repeal all 
the controversial amendments 
mad p by the previous administra- 
tions on immigration, he has laid 
out a series of new measures which 
demonstrate a distinctive philoso- 
phy. 

In foreign affairs and defence, 
the new prime minister has shown 
that he Is willing to stand up to the 
centre-right president, Jacques Chi- 
rac. with whom he “co-habits”, 
accelerating troop withdrawals in 
Africa and rethinking the restruct- 


uring of the aerospace and defence 
Industries. 

He has supervised an overhaul of 
the Socialist party, transforming it 
in the two years since. his credit- 
able score in the 1996 presidential 
elections into a demonstrably elect- 
able force and pushing his own 
allies into the top positions. 

On economic matters, there is 
little doubt that many of his bold, 
campaign promises have been 
diluted, nuanced or simply over 
turned. At the Amsterdam aimwft 
of European leaders In early June, 
he won few concessions in 
exchange for his agreement to 
adhere to the stability pact, paving 
the way for the creation of the sin- 
gle European currency. 

He did not stand in the way of 
the decision' by the car manufac- 
turer Renault to close its Vilvoorde 
factory in Belgium; he has 
approved elements of Mr Juppe’s 
health care reform plan; and he 
has set back cm track toe creat- 
ion of top-up pensions for 


private sector employees! 

Furthermore, he agreed ♦****• 
GAN-CIC, -the stateowned insur- 
ance ami b anking g ro u p , should be 
privatised by June best year; atiiT . 
has accepted that a minority of the . 
capital of both France Telecom and 
Air France should be sold to pri- 
vate investors. 

What is striking is that many of 
these decisions represent a contin- 
uation of the reforms proposed by 
Mr Juppe, albeit with a different 
packaging and at the very least an 
appearance of consultation. 

Meanwhile, even before his poli- 
cies have had a .chance to take 
effect, he is benefiting from signs 
that economic growth is rising: and 
unemployment is beginning to fan 
That should ease the burden of 
unpopular. public sector expendi- 
ture cuts. 

Mr Jospin's opinion poll rating 
continues to rise, with 54 per cent 
of the French expressing a favoura- 
ble view, according to an Ipsos sur- 
vey in August 


But the next few weeks could 

prove tumultuous. 

By early Octobar he has prom- 
ised a “salary conference" to dis-' 
cuss measures to encourage com- 
panies to create 350,000 jobs, raise 
wages, and reduce working boms 
without any cut in salary - initia- 
tives which many economists 
argue could damage competitive- 
ness. . . 

And his decisions on France 
Telecom and Air France are pro- 
voking criticism from t>w» right — 
which argues he should sell major- 
ity stakes - and fee left - which 
talks of a betrayal of principles. 

His decisions cm both show that 
he is willing to break Socialist 
party tradition and permit partial 
privatisation of state enterprises. 
But they also demonstrate that if 
Mr Jospin wants- to Tnnintaln the 
Communist party in his leftwing 
coalition, where it holds the bal- 
ance of power, there are limits to 
the .pragmatism of Ms “leftist real- 
ism''. 



V oices of the past seek Polish votes 

Solidarity invokes the legacy of Gdansk against former co mmunis ts 


I t is eight years since 
communism collapsed In 
Poland, but so sensitive 
are Poles to their nation's 
history feat the past is likely 
to be the crucial dividing 
line in parliamentary elec- 
tions on September 21. 

The election pits ‘ the 
reformed communists, who 
returned to power in 1993 
after embracing free-market 
principles, against an alli- 
ance of 36 right-of-centre par- 
ties grouped around fee Soli- 
darity trade union, 
legendary opponent of the 
communists. 

Solidarity’s leader, Marian 
Kizaklewski, is confident of 
victory. “Once again we are 
together, once again we will 
win!” he told a rally at the 
Gdansk shipyard, where the 
union celebrated its 17fe 
birthday last month. 

In fact, the two rival 

rum ps are r unning norlr and 

neck, wife opinion polls 
showing that each can hope 
for around 25 per cent sup- 
port 

Equally, fee programmes 
of the various parties show 
few major policy differences. 
Each oF fee big camps prom- 
ises g r owt h and failing infla- 
tion. Each pledges support 
for European Union and 
Nato membership, the terms 
of which the next govern- 
ment will have to negotiate. 

“A good today, a better 
tomorrow," is the slogan of 
fee reformed communists. It 
reflects the high Internal 
consumption rates of the 
past two years and ex plains 
why the left has not lost 
ground in four years of 
power. 

However, whatever its 
complexion. Poland’s next 
government will have to rein 
In domestic incomes to avoid 
the growth of a balance of 
payments deficit, which is 


expected to reach the equiva- 
lent of 5 per cent of GDP this 
year. 

Marek BeLka, the finance 
minister, and Leslaw Paga, 
the local head of Deloitte 
and Touche, who could 
replace hftn if the Solidarity- 
led alliance forms fee nest 
government, know that 
forthcoming annual budgets 
will have to be tight to cool 
down the economy, which 
has been growing at more 
than 6 per cent in fee past 
three years. 

Deep down. Poles tend to 
differ not over policies but 
over fee degree to which 
they supported or opposed 
the communist regime, 
whidi ended in 1989 with fee 
emergence of a Solidarity-led 
government committed to 
radical change. 

Today’s Solidarity is a dif- 
ferent animal to that which 
roared under the leadership 
of Lech Walesa, Poland's for- 
mer president. He was 
defeated in fee 1995 presi- 
dential election by Aleksan- 
der Kwasniewski a reformed 
co mmunis t 

Mr Krzaklewski, 47, set up 
Solidarity Election Action 
(AWS) two years ago to pre- 
vent a repeat of fee 1993 
election result. Then fee 
anti -communist right as a 
whole, including Solidarity, 
won 30 per cent of the vote. 
But no individual party 
crossed the 5 per cent bar- 
rier needed to get into parlia- 
ment. 

The AWS, which draws 
most of its support from fee 
moribund state sector, is 
tom between a liberal con- 
servative wing and a popu- 
list wing inspired by the 
movement's trade union 
membership. Mr Krzaklews- 
ki’s greatest test wifi come 
if, once the votes are 
counted, the AWS is called 
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President Kwasniewski and his wife celebrate his victory over Solidarity in 1995 


upon to negotiate the terms 
for a future coalition. 

Both the AWS and the 
reformed communist Demo- 
cratic Left Alliance (SLD) 
will find impossible to con- 
struct a majority in fee 460- 
seat parhament without the 
support of one or two of the 
smaller parties. 

Moreover, even once in 
place, the next government 
can only hope to have a slim 
majority. This will mark a 
major chang p f rom fee last 

four years, when the 
reformed communists and 
their Peasant Party allies 
formed a quarrelsome but 
stable coalition. 

One likely outcome, has 
already been urged by Mr 
Walesa, who is not contest- 
ing the election. This Is a 


coalition including the AWS, 
the fr ee-m arket Freedom 
Union (UW), led by Leszek 
Balcerowicz, the former 
finance minister, and the 
rightwing Movement for the 
Reconstruction of Poland 
(ROF), led by Jan Olszewski, 
a former prime minister. 

Mr Balcerowicz is well 
respected in fee west, where 
there are some concerns 
about the populist and anti- 
reform- elements in fee AWS 
coalition. 

-Moody’s, the rating 
agency, warned last week 
that an AWS victory might 
threaten Poland’s post-com- 
munist economic achieve- 
ments. If Mr Balcerowicz’s 
party Joined Poland’s next 
government, such fears 
would be greatly allayed. 


The SLD could emerge 
from .fee election with as 
much as 30 per cent of the 
vote, but without partners to 
build a coalition. Some 
reformed communists, such 
as Mr Kwasniewski and 
Wlodzimierz Cimoszewlcz, 
the prime minister, would 
dearly love to exchange the 
anti-reformist Peasant Party 
for Mr Balcarowicz's free- 
market friends. 

But Mr B&lcerowicz's 
party remains strongly anti- 
communist, and it appears 
that some time will have to 
elapse before such a “his- 
toric compromise” can 
became possible. 

Christopher 

Boirinski 


Director 
to leave 
Air 

France 

By David Owen in Paris 

Air France suffered a new 
setback yesterday when one 
of its directors announced he 
would not seek to renew his 
mandate 

Marc Ladreft de Lachar- 
rlfere, who was appointed to 
the board in September 1996, 
attributed his decision to the 
“brutal interruption of the 
recovery strategy led by 
Christian Blanc, namely fee. 
government’s choice to 
oppose fee company’s priva- 
tisation”. 

Mr Blanc, ^fani-man of Atr 
France for four years, 
announced his departure 
from the national carrier on 
Friday after it became dear 
that the government would 
not consent to the privatisa- 
tion' of a majority of its capi- 
tal 

The government seems 
intent on selling: only a 
minority of the . airline's 
shares, same of them, via a 
flotation on the stock mar- 
ket 

Mr Blanc said fee com- 
pany, which was once a con- 
sistent loss-maker, should 
generate a consolidated, net 
profit of about FFdbn 
(6164m) in 1997. 

The government is expec- 
ted to announce the name of 
Mr Blanc's successor later 
this week. 

Insiders have put forward ' 
the names of Eric Guily, a 
former executive of Char- 
geuzs Communications, Jean. 
Pierson,. the managing direc- 
tor of Airbus Industrie, Pas- 
cal Lamy, a senior executive 
at the Credit Lyonnais, and 
Alain Prestat, a former head 
of Thomson Multimedia. 


P nifce have arrested 14 people in Switzerland and Italy hr 
cqpnectfamwifearecordrhreakiDgrdfoqyofSRSte 
($36m) from a post office in Zurich. 

Police told repeaters that 13 of those arrested remained 
in custody, nine to Zurich and four to Milan; The 14th, 
arrested inZurich, was released. Investigators said that 
mare than SErflOnx snatched to the robbery test Monday 
had been recovered. 

The arrests began in Milan last Sunday, white an Italian 
and a Lebanese man and two Swiss women of ltaKan 
descent were seized- AH were residents of Swilzeriaad. 
police said. 

Also arrested were the suspected ringleader. identified 
only as a 38-year-old Italia*** from Turin who runs a bar ta 
Zurich, and a 24-year-old post office employee of JtaBan 

nf providing- the information essential far 

the robbery, police said ’ 

The robbers foiled a string of security precautions to 
carry out fee holdup at post in Zurich’s 
district The robbers did not have room for all the cafe in 
ttiwr v «w a nd left behind about SFrT7m_ ] AP, Zurich 

■ NATO REFERENDUM 

Hungary delays vote 

Hungary’s prime minister, Gyula Horn, yesterday 
announced that ftw national T p fp rpn ^ nm on Nato . 
membership another on hnrf ownership, originally. 
scheduled for November 16, would be delayed probably 
by one or two weeks. 

Mr Horn stressed, h o wever, that the referendnms, 
which, will be binding, had to take place before early 
December, when Hungary is expected to sign the Nato 
accession protocol document 

On fee first ballot paper, Hungarians will be askedto 
a fwf w if they agree -that Hungary should ensure its 
defenceby joining Nato. 

A second ballot paper will deal wife two questions car 
the ownership of arable land. These are desig n ed to 
es tablish wfoptfria- Hungarian ram parntea . irrespective nf 
possible foreign ownership, or foreign individuals wfll be 
allowed to own arable land. At present arable land can 
only be owned by either Hungarian individuals or ' 
cooperatives, who may rent tt out to domestic registered 
rymrpanteft KesttrEddg, Budapest 

■ WAR CRIMES 

UN accused of ‘kidnap’ - 

Lawyers for a Serb war crimes suspect seized by United 
Nations representatives challenged ids arrest yesterday as 
an “illegal” set-up that amounted to a kidnapping. - 

Slavko Dokmanovic, told the Yugoslav war crimes 
tribunal that he. had trusted UN officials and never 
suspected they were plotting his arrest on saspicten of - . 
murder and torture. Mr Dokmanovic. a former mayor of 
the Croatian town of Vukovar, was arrested last Juneta 
the. eastern Slavonia region of Croatia. 

He told the threHudge panel that he had been on his 
way to a meeting wife a UN ofiBdal to discuss another : 
matter, unaware that he was wanted by the UN tribunal 

The meeting was a decoy and, before fee day was over, 
he was arrested and flown to the tribunal's prison to the- 
Netherlands- - 

The tribunal accuses Mr Dokmanovic, 47, of being 
involved ta the torture and massacre of about 260 
non-Serb men near Vukovar in November 1991. He has 
pleaded innocent. AP, The Hague 

' ■ RAIL CRASH 

13 die in train collision 

Thirteen people died yesterday and at least 30 were 
injured in a crash between a train and a tael truck at a 
level crossing in south-western France, ptdice said. 

The truck exploded into flames after the cofliKion, /■ 
which occurred when the automatic mossing barrier was 
down. The driver of the lorry was among those who tfiad. 

France-Info radio reposted that the fire spread to fee 
front carriage of the trata. A nearby buildtog also edaght 
fire, it said. - - . 

The train was a local service travelling between 
Bordeaux and Sariat to the Dordogne region, according to 
rail authorities. AFP, Bordeaux 


Forecast budget surplus for 1999 to be spent on welfare 


Sweden abandons tax cut plans 


INTERNATIONAL ECONOMIC INDICATORS: PRODUCTION 


Yewiy data tar retafl safes vohmw aid IncteaWal production ptua al data tar the vacancy ret* tedteetor are h beta farm vMi 1863-100. QuvMfr md roonMy data tor 
nmfl safes md industrial production show the percentage eta** ow the cona^onJnfl period In the previous yeer. end are positive untaaa othcrafea stated Ttw 
unmpicytnant rata Is shown as a psroantaga of tha KM labour force. Figures for the composite hading indicator are erxH>eilad velum. 


■ UNITED STATES 


By Greg Mdvor 

In Stockholm 

Sweden's minority Social 
Democratic government yes- 
terday abandoned recent 
proposals to cut taxes for 
low and middle-income earn- 
ers, saying that an expected 
budget surplus from 1999 
would instead be spent 
chiefly on welfare. 

The volte-face, an appar- 
ent sop to traditionalist ele- 
ments on fee party's left 
wing, came at the start of 
the SDP's week-long party 
congress in the northern 
town of SundsvalL 

In a keynote address to 
delegates, Goran Persson, 
fee prime minister, made 


clear that tax cuts would 
receive low priority in the 
run-up to fee general elec- 
tion next September. 

Mr Persson won heavy 
applause as he announced 
SKr8bn ($1.03 bn) of new 
spending on welfare services 
in 1999 and 2000. The new 
funds are on top of SKrfen 
of fresh funding to the pub- 
lic sector in 1997-98 
announced earlier this year. 

“Health care, social ser- 
vices and schooling come 
before tax cuts," he said, 
delighting many SDP sup- 
porters who feel a govern- 
ment spending clampdown 
since the early 1990s has 
squeezed welfare services 
too tightly. 


A blend of tax rises and 
spending cuts has reduced 
the budget deficit from 12 
per cent of GDP in 1993 to 2 
per cent this year. The gov- 
ernment is forecasting a bal- 
anced budget next year and 
a surplus thereafter. 

The public sector has been 
hit hard by fee cuts. Thou- 
sands of jobs have been 
shed, helping to swell unem- 
ployment to a near-record. 

Mr Persson stressed the 
p»|-ih spending was aimed at 
stopping farther Job losses. 
“We must say loud and dear 
that thte Is the end of the 
redundancies. Every person 
in the public sector is 
needed,” he said. 

The remarks contrasted 


with proposals unveiled last 
month by Thomas Ostros, 
taxation minister, to reduce 
income tax for those on low 
and middle incomes. 

Sweden spent 55.2 per cent 
of its GDP on taxes and 
social contributions last year 
- the highest level in the 
European Union, according 
to official EU figures. 

Mr Ostros had suggested 
that ligh tening tha tn-y bur- 
den by raising tax allow- 
ances would promote “eco- 
nomic efficiency”. But his 
proposals Incurred stiff oppo- 
sition from fee SDP grass- 
roots, reflecting a view that 
the party must do more to 
reduce unemployment if it Is 
to win next year's election. 
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Kinkel to press Cook for 
softer EU payments line 
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By Peter Norma n In Bonn 

Klaus Kinkel, Germany’s 
foreign minister, will today 
seek UK understanding for a 

reduction in Germany's con- 
tribution to the European 
Union budget in spite of a 
blunt British refusal to pay 
more. 

Mr Kinkel said yesterday 
that Robin Cook, the UK for- 
eign secretary, “will hear 
that we are asking for a fair 
share” when the two meet in 
Hamburg for their second 
round of bilateral talks on 
German soil since Mr Cook 
took office in May. 

At a meeting wife foreign 
journalists in Bonn, Mr Kin- 
kel said Germany was pre- 
pared to be the single big- 
gest contributor to the EU, 


but that the country’s EU 
contributions were too high 
and its reflows from the bud- 
get too low. Mr Kinkel 
offered no new figures yes- 
terday, but in the recent past 

he has urged that Germany’s 
net contributions to the EU 
should be near its 25 per 
cent share of EU gross 
domestic product rather 
than above 50 per' cent as at 

present 

to an interview with fee 
Weft am Sonntag newspaper, 
Mr Cook ruled out any 
change to the ElTs budget 
structure that would 
increase UK payments, 
pointing out that Britain 
was already the second big- 
gest contributor in spite of a 
per-capita income below the 
EU average. 


Instead, the foreign secre- 
tary called for changes in EU 
spending and in particular a 
reform of fee common agri- 
cultural policy to produce 
“major changes” to the 
structure of contributions. 

According to fee German 
foreign ministry, today's 
talks in Hamburg will also 
coyer the situation in fee 
former Yugoslavia and 
cooperation in the European 
aerospace industry wife the 
two ministers visiting an 
Airbus factory to the city. 
Mr Cook, will also meet Hen- 
ning Voscheran, Hamburg’s 
influential Social Democrat 
governing mayor, who is the 
SPETs leading negotiator, to 
efforts to seek a compromise 
on tax reform with the Bonn 
government 
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NEWS: EUROPE 


’s domination could be ended by the euro 


*V. Whsn- 


> Precaution, 
1 ?or all tit 

1 AA, 


'*• S’festsrdav 
^oaxato 

25S5 

' ^krendiuns 
:fi kiore 
-o the Xato 

be asfed ta 
ensurs 

38 ae ^?ned to 

1 ‘ na!r *duais itinu 
i^ble land can 
■'!i\‘:cuals or 
■^nMticngBtad 

’ 5 ‘ r Bidfljgj 


i---sib7l’nittd 
**• arr*’ ywierditE 
u jada^as. 

A t*iy y. 1 ^' 

J"-; 

.->: ur. vi* 7 ict-: 2 'J 

"• ■■ • -~?r ;H57i£{fl 

. - •'5—! u uS 

• -T- T.-ir. s«ot 
••• rr»-" 

*£ 7,' .■•V-U* -T'.‘ 
^.T.:-r'.V. site 

A? r^'&si 


iision 


* 'V’i ■!**«» 

e u". m '••--■ 

r • • 

" ' , .. -j; 


aw 


PLOYWE"* 


i?-'- 


HAliY 


rJiv* 


European 

.econotalc and- 
monetary 
; union, sched- 
uled' to be 
.introduced, on. 
January i- t 
1999., Will end 
Preparing ^ «>fe of the. 
'fer fa— i dollar as the 

for any world . s 

vV nant- cur- 
rjaacy,- according: to a grow- 
^-nnxdoer of international 

• *■ 

" ■'Tbey also'pretgct that the 
change from a unipolar 
world fina ncial system based 
on the dollar to a bipolar 
system, “based -on the dollar 
and the edro together., could 
tod to huge swings in the 
markets;-. Moreover, the 
change coibld affect the way 
in which the world's large 
trading blocs co-ordinate 
their economic policies. 

Avinish Persaod. head of 
currency research at J.p. 
Morgan. . estimates that the 

euro 'will take a market 
stare in intarnational invoic- 
ing of between 35 and 40 per 
cent. “The reason why cen- 
tral bankers have certain 
currencies, in reserves is 
because these are the cur- 
rencies they Intervene with," 
he said. : 1 

"Trade and finance are 
invoiced in dollars because 
the US is the largest 


exporter and importer. After 
1999. ’ the Emu bloc will be 
the largest exporter and 
importer.’ 1 - 

At this point, no one can 
be absolutely certain about 
the precise way in which, the 
international financial sys- 
tem would undergo- such a 
fundamental trar ^pfaf pi ption- 
There Is even more uncer- 
tainty about the toning : 

International financial 
markets are complex and 
could yet show a surprising 
degree of inertia. But there 
are various judications sug- 
gesting that something may 
be about to happen. 

At present, there is an 
imhaiiinw» between share 

Of t l w dollar in <ntnynaHnnql 

finance and the US share of 
world trade. The dollar's 
weight in international 
finance vastly exceeds that 
of the D-Mark, the only 
European Union currency 
that plays any significant 
role In International finance. 
A reasonable estimate would 
give the dollar a share of 
around three to five times 
that of the D-Mark. 

A1 the samp time, thp US 
has a smaller economic 
weight than the 15 EU mem- 
bers combined. In 1996, the 
EU accounted for some 382 
per cent of total gross 
domestic product among the 
leading Industrialised coun- 


The big hitters: EU-15 ? s place in the world 
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tries, while the US 
accounted far only S2L5 per 
cent. The EU also has a 
slightly larger share of world 
trade and a larger ratio of 
exports to GDP. 

Fred Bergsten, director of 
the Institute for Interna- 
tional Economics, the Wash- 
ington-based think-tank, pre- 
dicts that the euro and the 
dollar could eventually end 
up with a 40 per cent share 
each of international finan- 
cial transactions. This would 
point towards a bipolar sys- 
tem with Japan as a “junior 
partner”, he said. 

This shift would come 
about because of portfolio 
diversification. Fund manag- 
ers will rebalance their 


investment portfolios and 
central banks will switch 
dollar reserves into euro 
reserves to match their 
countries' underlying trade 
flows. 

An example is the Bank of 
Japan, which currently 
holds no reserves in any of 
the European currencies 
because none of Japan's EU 
trading partners has suffi- 
cient critical mass. Once the 
euro is introduced, that situ- 
ation is hound to change. 

For the euro to match the 
dollar In market share, the 
portfolio shift would have to 
add up to a staggering 
$500bn to Sl.OOGbn. 

Mr Bergsten has argued* 
that "many analysts agree 


that the euro will rival the 
dollar as the world's leading 
currency. Most believe, how- 
ever. that such a shift will 
take considerable time, since 
any redistribution of inter- 
national portfolio occurs 
incrementally. 

"But there is evidence 
from the history of major 
currencies that major shocks 
can produce rapid changes 
in portfolio composition. The 
devaluation of the pound 
sterling in 1931 permanently 
reduced the International 
role of that currency and 
prevailed the dollar Into the 
dominant position.” 

His analysis is shared by 
some foreign exchange spe- 
cialists. Mr Persaud points 
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out that the shift away from 
the dollar is already taking 
place. Several central and 
eastern European countries 
have been pegging their cur- 
rencies to the D-Mark. Asian 
countries may still have 
their currencies pegged to 
the dollar, but it is conceiv- 
able that the pegs will 
become more diverse, 
depending on whether the 
country in question lias 
greater trade links with the 
US or with the fixture Emu 
zone. 

There is also surprising 
agreement among foreign 
exchange experts that the 
euro/dollar exchange rate 
will became significantly 
more volatile than the 


Fred Bergsten: euro 
domination may take time 

D-Mark/dollar exchange rate. 
In other words, the stability 
which the emu will create 
inside the EU may be bought 
at the expense of instability 
in the exchange rates 
between the EU and its trad- 
ing partners. All in all, it 
could be a zero-sum game. 

This could have important 
policy implications. It could 
greatly add to pressure on 
the Emu zone and the US to 
coordinate economic policy, 
a prospect that officials at 
the Ell's Commission regard 
as a likely external conse- 
quence of monetary union. 

Conceivably, it could also 
mean that pressure will 
increase for the formation of 
a formal or informal 


exchange-rate regime to 
limit the fluctuations 
between the euro and the 
dollar. This could open up 
internal conflict between 
France and Germany, given 
Germany's preference for 
free-floating exchange rates 
and France’s p reference for 
grahang p rate management 

Yves-Thibault de Silguy. 
the EU monetary affairs 
commissioner, agrees that 
the euro will end the pre- 
dominance of the dollar and 
produce a mare symmetrical 
multipolar system. “The 
potential gains to be derived 
from co-operation will not 
only be greater, but wiQ also 
be more uniformly shared 
among participants,” he 
said. 

If this analysis is correct 
European economic and 
monetary union will affect 
not only financial markets 
but also a great variety of 
international institutions, 
such as the Group of Seven, 
the .World Trade Organisa- 
tion and the International 
Monetary Fund. 

That would mean that the 
euro will not be just another 
currency. Nor wifi be it an 
entirely European affair. 

'Fred Bergsten, The dollar 
and the euro. Foreign Affairs. 
Vol 76. No. 4. pages 83-95 

Wolfgang Munchau 


Questions over 
membership of 
IMF and G7 
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As indicated above. Europe’s 
single currency will have 
important implications for 
the -world's .multilateral 
institutions, such as the 
Group' of Seven and the 
International Monetary 
Fund. At their heart is a 
simple conceptual Issue: will 
membership of these Institu- 
tions rest. with individual 
European countries or with 
the euro area? 

Not surprisingly, the gov- 
ernments involved are keen 
to em phas ise that they have 
no intention of bidding, fare- 
well to the international eco- 
nomic stage. 

Legal experts at the IMF 
say the institution’s articles 
erf agreement make the posi- 
tion there clear, it is coun- 
tries. not currencies, that are 
Fund members. Philippe 
Maystadt, Belgium’s finance 
minister and chairman of- 
. the IMF’s key ministerial 
committee, agrees - up to a 
point.- 

1 . believe that Emu (Euro- 
pean economic and mone- 
tary union] members will 
remain individual members 
of the Fund, at least during 
a transition period," he told 
a recent symposium in 
Washington. 

Unanimous agreement 
among Emu members would 
be needed to pool their quo- 
tes, the subscriptions which 
determine members’ voting 
power. Mr Maystadt thought 
thre unlikely,. in addition to 
which the necessary amend- 
ment to the IMF articles 
wqnM.be difficult to push 
through.' 

But continued country 
membership of the IMF 
raises important questions. 
One of the Fund's primary 
aims is to provide balance of 
payments support for its 
members, but the signifi- 
cance of a member country’s 
.current account position 
within a monetary union is 
unclear. 

. The- IMF- is addressing 
such issues how. Missions 
have travelled to Brussels 
and Frankfurt for discus- 
sions with the European 
Commission and. the Euro- 
pean Monetary Institute, 
fftrpT Tmnpr of the European 
central bank. 

Similar problems have 
already risen in trade policy. 
When the Fund has 
expressed, concern in the 
past 7 about the trade policy 
of an individual EU state, 
thfe state has often replied 
that it is impossible to devi- 
ate from a pdicy decided m 

Brussels. • . 

. One might argue that nei- 
. ther tbe euro area nor an 
individual country woidd be 
likely to require the IMF’s 
assistance with a balance of 
payments problem. But even 
if this is the case, its regular 
“Surveillance" will also be 
compromised. 

Each year the IMF carries 
out an "Article IV" consulta- 
tion with Its larger membejj 
producing' a report on its 
economic prospects and po 
des which, is then discussed 
by the Fund’s executive 
board, interest andexebange 
rate policies are always a 
key .tocus, but nationalgov- 

emmeuts wfll have responsi- 
bility for neither in- the euro 
area- ' . • • - 

- • Surveillance of -European 


exchange rate policy will be 
complicated because respon- 
sibility is to be shared by the 
central bank and the EU 
finance ministers' council. 
Mr Maystadt has argued that 
the putative economic and 
financial committee, the 
gathering- of officials that 
wfZl replace the ElTs secre- 
tive monetary committee, 
could be .used as a channel 
of communication. The mon- 
etary committee has already 
turned down several 
requests to let an IMF 
observer attend. 

The degree of influence 
which the. IMF . would, have 
on euro-area exchange rate 
policy is imeertain. There is 
little evidence that it has a 
decisive influence on man- 
agement of the dollar-yen 
rate for example, where pol- 
icy - to the limited extent 
that it is co-ordinated - ia 
handled, bilaterally and 

Significance of 
a member 
country’s 
current account 
position within 
a monetary 
union is unclear 


through the Group of Seven. 

With its apparatus of sum- 
mits and special conferences, 
the G7 has a particularly 
high world profile. Four 
potential participants iri a 
single currency are members 

- Germany, France, Italy 
and the UK. The other mem- 
bers are the US, Canada, 
Japan and — in a semi- 
detached fashion - Russia. 

The G7 is unlikely to 
shrink as a result of Emu, 
not least because much of its 
activity is not strictly macro- 
economic. 

It would make sense for 
exchange rate policy to be 
discussed by a group of three 

- Japan, the US and the euro 
area. But again the question 
of where responsibility for 
euro exchange rate policy 
resides makes it difficult to 
envisage a formal mecha- 
nism. ' Tactics in the 
exchange market would be 
the natural province of the 
central bank, but more ambi- 
tious attempts to manage 
currencies would require 
political input 

Fred Bergsten, head of the 
Washington-based Institute 

for International Economics 
and a long-time supporter of 
target zones for the G3 
exchange rates,- draws a 
hopeful parallel from the 
way Europe speaks with one 
voice on trade. He notes that 
while a large and relatively 
closed euro area would have 
less to fear from a fluctuat- 
ihg exchange rate than a- 
small open economy, it 
might still opt for co-opera- 
tion. : ,, 

Whether Europe would 

take this non-protectionist 
approach in resisting the 
temptations of competitive 
depreciation remains to be 
semi, especially if the-smgte 
currency, is accompanied by 
weak growth at home. 

Robert Chote 
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NEWS: EUROPE 


Milan bid to arrest Berlusconi ally 


By Paul Betts in Milan 


Milan's ami-corruption 
magistrates have presented 
the Italian parliament with a 
politically hot potato by ask- 
ing the deputies to lift the 
parliamentary immunity of 
C-esare Previn, a former 
defence minister facing 
charges of corruption. 

Mr Previti. a former 
defence minister and close 
ally of Silvio Berlusconi, the 
leader or the rightwing oppo- 
sition. has been charged 
with corrupting Roman mag- 
istrates over a scandal 


involving the now defunct 
SIR chemicals empire of the 
late Nino Rovelli. 

The magistrates argue 
that there is a risk of Air 
Previti. a lawyer who has 
long acted for Mr Berlusconi, 
leaving the country and tam- 
pering with evidence unless 
he is arrested. 

The SIR case has been 
described as “Italy’s biggest 
post-war juridical scandal" 
and involved a huge dam- 
ages claim won in 1994 
against IMI, the Roman 
credit institute, by Mr Rovel- 
li ’s heirs. 


The Rovelli family sued 
IMI on the grounds that it 
had allowed SIR to go bank- 
rupt and wan on a techni- 
cality. receiving L678bn 
($3S5m) compensation. 

After extensive investiga- 
tions. the magistrates 
unearthed what they allege 
was the corruption of a large 
number of Roman judges 
and lawyers orchestrated by 
Mr Previti to win the Rovelli 
case against IML They claim 
Mr Previti subsequently dis- 
tributed about L67bn in 
hand-outs to friendly judges 
and magistrates. 


However, the timing of the 
request by the Milan magis- 
trates is widely seen as polit- 
ical. It coincides with the 
start of the new political sea- 
son in Rome, with the gov- 
ernment of Romano Prodl. 
facing a series of delicate 
issues, ranging from the 
reform of the welfare system 
to meet Maastricht single 
currency requirements to 
reform of the judicial system 
and new immigration legisla- 
tion. 

With this move, the Milan 
magistrates are sending a 
clear signal that they intend 


to pursue vigorously the 
long catalogue of Tangento- 
pott or “Bribesvllle” corrup- 
tion cases, despite their fear 
that the political establish- 
ment is seeking to curtail 
their powers and indepen- 
dence. 

They have already suc- 
ceeded in severely embar- 
rassing the centre-left gov- 
erning coalition and the 
rightwing opposition, by 
undermining the current 
frail entente between the 
two sides to avoid a crisis on 
si g n i fi c a nt political issues. 
The parliamentary commit- 


tee which will meet on 
Thursday to consider the 
Milan magistrates’ request 
to lift Mr Previti’s parlia- 
mentary immuni ty, is widely 
expected to reject the 
demand. 

Even so, the magistrates 
have posed a prickly 
rifipmma for parliament: par- 
liament and the government 
want to show they are rigor- 
ously committed to fighting 
corruption, but RealpoUdk 
dictates they continue to 
secure the tacit support of 
Mr Berlusconi and his 
blends. 


Bonn attacks 
‘unnecessary’ 

CAP reforms 


By Michael Smith 
in Luxembourg 


Oslo opposition 
promises rise 
in aid budget 


Nemtsov 
to head 


resources 


By Tim Burt in Oslo 


One of Norway's main 
opposition parties vowed 
yesterday that a new centre- 
right coalition government, 
if elected at next week's gen- 
eral election, would increase 
the country's overseas aid 
budget by 50 per cent. 

The Christian Democrats, 
who hope to form a coalition 
with the Liberal and Centre 
parties, said aid spending 
would be raised from l per 
cent to 1.5 per cent of 
national income If they 
defeated the Labour minor- 
ity government. 

Such a move by Norway, 
already the world's largest 
donor nation by per capita 
income, would push its over- 
seas aid budget up from 
about NKrSbn (31.2bn) a 
year to NKrl3.5bn ($L8bni. 

Valgjerd Svarstad Haug- 
iand. chairman of the Chris- 
tian Democrats, announced 
the plan as the election cam- 
paign moved into its final 
week with opinion polls 
differing on the likely out- 
come. 

Although most palls sug- 
gest Norway will emerge 
with another minority gov- 
ernment. they r emain split 
on whether Thorbjom Jag- 
land. who took over as prime 
minister last year from Gro 
Harlem Brandtland, can 


steer his party back to 
power. 

Ms Hang land accused Mr 
Jagland of appropriating 
opposition policies in the 
run-up to the election, par- 
ticularly with his commit- 
ment to more public spend- 
ing on health and education. 

She pledged that a Chris- 
tian Democrat-led coalition 
would increase such welfare 
spending by tapping more of 
the Norwegian government 
petroleum bind - estimated 
by the opposition party at 
NKrTObn. 

“11115 is one of the richest 
countries in the world, and 
we can afford to spend more 
than we do on overseas aid, 
the elderly, the young and 
the environment." she said. 

The party also warned 
that Norwegians earning 
more than NKr 450.000 a year 
could expect to pay higher 
taxes, with the top rate of 
income tax rising by four 
percentage points to 50 per 
cent for earnings above thaL 

The chances of a centre- 
right coalition winning 
power, however, have been 
undermined by the failure of 
the two largest opposition 
parties - the Centre party 
and the Conservatives - to 
bridge differences over Nor- 
way's 1994 decision to 
remain outside the European 
Union- 


Worries 

over 

Czech 

inflation 


By John Thornhill 
In Moscow 


By Robert Anderson 
in Prague 


Boris Nemtsov, the bright 
young hope of Russian 
reform, was yesterday 
named head of a special gov- 
ernment commission 
charged with clarifying the 
legislation governing the 
exploitation of the country's 
vast natural resources. 

The commission will 
attempt to delineate the 
interests of the federal and 
local governments and 
implement a presidential, 
decree encouraging produc- 
tion-sharing agreements 
(PSAs). These are seen as a 
critical legislative device for 
protecting investors' tax and 
legal rights and unlocking 
billions of dollars of domes- 
tic and foreign investment. 

Mr Nemtsov, who has 
assumed the role of energy 
minister as well as first dep- 
uty prime minister, also 
vowed that the forthcoming 
privatisation of Rosneft, the 
last big state-owned oil com- 
pany, would be conducted 
without any scandals. 

“Nobody wants to step on 
the same rake twice,” he 
said, referring to the furore 
surrounding the privatisa- 
tion of Svyarinvest, the tele- 
coms company, and Norilsk 
Nickel, the world’s largest 


Boris Nemtsov; pledged scandal-free sell-off of Rosneft ap 


nickel producer. "Rosneft 
will be privatised openly, 
publicly, in the presence of a 
mass of journalists, in accor- 
dance with absolutely open 
and clear rules," he said. 

The privatisation is expec- 
ted to attract considerable 
foreign interest. 

Western oil industry exec- 
utives thought it unlikely 
there would be any swift 
improvements to existing 
PSA legislation, which has 
been watered down by par- 
liament and applies only on 
a case-by-case basis. 

Foreign oil companies, 
which flocked to Russia after 
the demise of the Soviet 
Union have been frustrated 
in their attempts to launch 
oil exploration projects. 
Many have scaled back their 
offices in Moscow and 
started to explore more 
likely prospects in Azerbai- 
jan and Kazakhstan. 


"I think PSAs will be a 
long time coming." said one 
Moscow-based oil industry 
analyst 

"In Russia you have a 
strong national industry and 
a fractious democracy, 
whereas elsewhere in the 
former Soviet Union you 
have weak local companies 
and strong rulers, which is a 
more favourable equation for 
investors." he said. 

A study by Russian and 
foreign specialists last year 
argued that the development 
of six big oilfield projects, 
under production-sharing 
legislation, could bring huge 
benefits to the economy. 

The study suggested that 
the six identified projects in 
the Arctic north, western 
Siberia, and the far east 
could expand Russian GDP 
by $450bn, creating 550,000 
jobs and adding 9260hn to 
government revenues. 


Czech annual inflation looks 
set to breach the 10 per cent 
barrier this month after hit- 
ting 9.9 per cent in August 
and 9.4 per cent in July. 

On a monthly basis, 
August's consumer prices 
were 0.7 per cent up on 
July's, the Czech Statistics 
Office said yesterday. Ana- 
lysts had expected a 0.5 per 
cent rise. 

Jiri Krovak of Wood-Com- 
merz said: "This is worse 
than i was expecting. It will 
be the last single-digit infla- 
tion." 

Martin Kupka of Patria 
Finance said the figures 
were a "warning to the gov- 
ernment to put even more 
stress on a balanced bud- 
get". Wages were still grow- 
ing strongly; the govern- 
ment had yet to agree on 
budget cuts and might have 
to raise value added tax and 
excise taxes to cover the def- 
icit lifting inflation Anther, 
he said. However, analysts 
did not expect an immediate 
rise in interest rates because 
companies were already 
struggling to pay off debts. 

The Statistics Office said 
consumer prices had risen 
largely becanse of a rise in 
public transport costs. 


Germany will lead an attack 
today on proposals to reform 
the European Union's Com- 
mon Agricultural Policy by 
contending that the planned 
changes are unnecessary 
and will weaken the compet- 
itiveness of fanners. 

Speaking ahead of a meet- 
ing of European agriculture 
ministers in Luxembourg. 

Fr anz -Josef Feiter, state sec- 
retary in the German minis- 
try responsible for agricul- 
ture. said competitiveness 
would be reduced by propos- 
als to limit the amount of 
direct payments available to 
large farms. 

Germany was also against 
the reforms because 
increases in direct payments 
to farmers would not provide 
full compensation for a 
planned reduction in support 
prices. The changes in the 
payments system would 
make far min g more depen- 
dent on political decisions. 
"Instead of money from the 
market, the farmers would 
get money from the tax- 
payer," he said. 

Germany’s stance under- 
lines the difficulties facing 
the European Commission in 
implementing the CAP 
reforms It believes are essen- 
tial for the enlargement of 
the European Union, a pro- 
cess due to take in five cen- 
tral European states and 
Cyprus early in the next cen- 
tury. 

At an informal gathering 
of ministers in Luxembourg 
yesterday, it became clear 
that Germany’s main allies 
against the reform proposals 
are likely to be Belgium and 
Austria. 

The proreform camp com- 
prises the UK. Sweden and 
Denmark, although all three 
countries have problems 
with the Commission’s pro- 
posals. The UK, for example, 
opposes limits on payments 
to large fanners. The Swedes 
and Danes believe the Com- 
mission should begin to 
tackle milk quotas. 


Mr Feiter saM the “major- 
ity of states have many prob- 
lems" with the reforms. 
Annika Aha berg. Sweden's 
agriculture minister, con- 
ceded that her government’s 
pro-reform stance was the 
minority view among mem- 
ber states. 

However, among the nine 
states who are in neither of 
the hard-line pro- or anti- 
camps, several voiced sup. 
port yesterday for the princi- 
ple of reform. 

Joe Walsh. Irish agricul- 
ture minister, said his gov- 
ernment was generally sup- 
portive of the proposals. "We 
don't find them completely 
hostile, although we would 
seek to ameliorate some of 
the points to suit Irish condi- 
tions." he said. 

He said the proposals fell 
short in the area of compen- 
sation for farmers. Ireland 
was also keen to stress the 
environmental aspects of 
reforms. 

Kalevi Hemila, Finnish 
agriculture minister, said his 
country s u ppor te d the basic 
line of the reforms in part 
because "we have to be able 
to get markets for the 
future”. 

Finland is persuaded by 
the argument that prices 
have to be lower if the EU is 
to win approval to expand 
exports in the next round of 
world trade talks beginning 
in 1999. 

However, Mr Hemila said 
Finland had problems 
because of its high produc- 
tion costs. He wanted reform 
of the direct payments sys- 
tem which gave the highest 
payments to the best agricul- 
tural areas. 

Franz Fischler, the BlTs 
agriculture commissioner, 
acknowledged that the CAP 
reforms, part of the Agenda 
2000 proposals for reform 
unveiled by the Commission 
in July, faced a long haul 
before they were accepted. 

However, he hoped farm 
ministers could reach a com- 
mon position for the EU 
Council of Ministers meeting 
in December. 
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ASIA-PACIFIC 


Delhi told it US and China plan a ‘watershed’ summit 


is missing 
fiscal targets 


By Mark Nicholson 
in New Delhi 

India's central bank has 
warned there are “indica- 
tions" the government is 
already missing its spending 
and revenue targets, posing 
a “severe test 1 * to its goal of 
cutting the fiscal deficit 

The comments by the 
Reserve Bank of India (RBI), 
made in its 223-page annual 
report, are the first official 
suggestions that the United 
Front government may miss 
its target of cutting the fiscal 
deficit to 4.5 per cent of 
gross domestic product from 
5 per cent last year. 

P. Chidambaram, finance 
minis ter, set the tightened 
deficit target in a supply- 
sided February budget pre- 
mised on strong recovery 
and buoyant tax receipts 
spurred by sharp cuts in cor- 
porate and income tax. 

However, in a report writ- 
ten before the present mid- 
point in India's fiscal year, 
the RBI said: “There are 
some indications of the like- 
lihood of expenditure over- 
shooting and possible 
decline in revenues antici- 
pated." It said the resulting 
pressure on the deficit would 
make “inevitable 1 * some 
“hard decisions" on subsi- 
dies and government-con- 
trolled prices. 

It also said that recouping 
all the budgeted Rs48bn 
($1.3bn) from public enter- 
prise share sales would be 
“critical" to meeting the fis- 
cal target 


The central bank said that 
despite a “noticeable 
improv em ent” in the govern- 
ment's fiscal position in 
recent years, further tighten- 
ing was needed. The RBI 
called “for evolving a strong 
and qualitatively improved 
fiscal correction strategy... 
achieving further compres- 
sion in fiscal deficit". 

The bank said it was 
“imperative" to raise India’s 
ratio of tax receipts to GDP 
from the present 10.5 per 
cent, adding that the govern- 
ment needed “urgently" to 
address rum-interest spend- 
ing - centrally through cut- 
ting subsidies. Recent 
finance ministry figures 
showed government spend- 
ing on subsidies equates to 
10.7 per cent of India's GDP. 

The RBI said that the ris- 
ing stock of government 
debt and its increasing inter- 
est rate costs also needed 
“urgent" resolution. The 
bank suggested the govern- 
ment should consider impos- 
ing statutory limits, account- 
able to parliament, on total 
government borrowings. 

In its economic outlook, 
the RBI said indicators were 
“favourable" towards growth 
for 1997-98 of 6-7 per cent in 
GDP, after growt h of 6£ per 
cent last year. But the bank 
said that this depended on a 
rebound in industrial and 
mflmifae tirrrn g Output from 
a slump dating back to last 
November, and that this in 
turn depended on industry 
overcoming worsening infra- 
structural bottlenecks. 


C hina and the US' are 
quickening prepara- 
tions for next 
month’s summit between 
Bill Clinton, US president, 
and Jiang Zemin, Chinese 
president, which is expected 
to help stimulate hew US 
business in cwna including 
sales of nuclear technology. 

US officials say that in 
spite of the Chinese leader- 
ship's preoccupation with 
this week's Co mmunis t 
| party congress the two sides 
j are intensifying discussions 
> for the “watershed” meeting 
in Washington an October 28. 

William Daley. US com- 
merce secretary, will visit 
Bering early next month for 

meeting s of the Joint Com- 
merce and Trade Commis- 
sion and Joint Economic 
Commission. Qian Qichen, 
China's foreign minister, 
will go to Washington soon 
fbr further consultations 
with US counterparts, 
including Madeleine 
Albright, secretary of state. 
Other lower level official 
oTchang pg are also planned. 

A US official in Beijing 
said the summit would be 
aimed at “renonnalising" 
relations following the Tian- 
anmen square massacre of 
1939 which chiliad ties and 
caused suspension of a num- 
ber of co-operative pro- 
grammes. 

“The meeting would give 
China the international 
blessing it has been waiting 
for since 1989 and give a 
boost to the relationship 
which we have been seeking 
as well," the official said- 
Offidals are comparing Mr 
Jiang’s trip to the US with 
Deng Xiaoping’s trad-blazing 
visit in 1979 during which he 
donned a cowboy hat to sym- 
bolise a new be ginnin g in 
relations. 

Both Westmghouse and 
Boeing, among many US cor- 


Tony Walker on next month’s meeting of Clinton and 
Jiang and ‘renormalising’ of relations after Tiananmen 



porations, ; hope the Jiang 
visit will facilitate new busi- 
ness. Mr Clinton is edging 
closer to giving the great 
light for exports of nudear 
technology to China, but 
congressional . approval 
remains a possible barrier. 

Westinghouse wants 
implementation of a 1985 


nuclear cooperation agree- 
ment which did npt go into 
effect because of restrictions 
issued by Congress following 
the 1989 massacre^ “China Is 
a very important partner for 
-us, and Jiang’s visit Is very 
significant,” said Gerald 
Gregg, a Westmghouse rep- 
resentative in China 


- us flfflfjbiiit say China, has 
made sig n i fi c a nt progress In 
-ti g h ten fri g on unau- 

thorised exports of nuclear 
technology to such countries 
as Pakistan and Iran. The US 
is. also pressing Beijing to 
r estri ct weapons transfers, 
including missile technol- 
ogy. 


Boeing hopes that a new 
deal for the sale of same so 
aircraft, including 737s. 
worth about $2bn will he 
Signed before- Mr Jiang’s 
visit to Washington. 

- cmtmi j which marked a 
visit to Paris earlier this 
year of its premier, 1A Peng, 
by ordering some 30, Air- 
buses, has. been delaying 
Sanctioning the large Boeing 
- purchase, apparently, pend- 
. fag the go-ahead for Mr 
.Hang's long-awaited visit to 
Washington. 

The US wants to boost 
exports to China to over- 
. come a yawning trade gap 
which readied $S9-5bn last 
Jyear and wwiw set to widen 
fjirlhw In 1397. In the six 
months to June, the US 
trade deficit stood at $2L2bn, 
up: 35 per cent on the eta-re- 
sponding period last year. 

Representatives in China 
of US business plan to use 
.the Jiang visit to press. for 


AUTO MAKERS DRIVE DOWN A ROUGH ROAD 


China’s largest car maker has launched 
a series of promotional sales cam- 
paigns and discount bulk-buy offers - . 
further evidence that sluggish de mand 
and fierce co mpetiti on continue to dog 
the domestic market, James TfarrHrig 
Writes from Shanghai. 

While the official media has 
reported that car sales rose 23 per cent 
in the first half of this year, car com- 
panies in China’s bversuppHed market 
are offering cut prices and financial 
incentives to try to dear a glut of. 
vehicles. 

Shanghai Automotive Industry Cor- 
poration, which bufids Santana cars in 
a joint venture with Germany's Volks- 
wagen group, has started providing 
loans to buyers in Beijing and is “giv- 


ing away* cars in other regional cities: 
b usiness es tint buy 100 can “get one' 
free", .according to China Dally, the 
government newspaper. 

The vast potential of the market has 
drawn many of the world’s leading 
automotive companies — such as Gen- 
eral Motors and Ford of the US, Toyota 
and Daihatsu, of Japan andVolkswa- 
gen of Germany. 

The focus of the latest sales drives 
on wealthy individual consumers 
un derlin es their growing importance 
in the Chinese passenger car market, 
which ii«« suffered weak damand since 
Beijing imposed tighter spending con- 
trols an state companies, previously 
the chief b uy ers of Cars in China. 

Of the 226JKX) cars sold in the first 


six mouths of this year, nearly 40 per 
cent of the vehicles were bought by 
in dividual s,, a c co rding to the Ministry 
<jf Machine UrrfbHwy Industry.. 

The makers of the Santana - the 
most popular car in China, accounting 
for just ovw Imff the total saloon car 
market — are «fa» fag to the 

sides p at tern in Beijing, where 80 per 
amt of cars this year have been sold to 
TTuHri dnalp- 

Lacktastre demand for cars and 
grpwtaig domestic supply has brought 
imparts down to 3770m in the first 
.half of 1997, down 23 per cent on the 
imme period last year, and to their 
lowest level in 10 years. During that 
■period, China imported 13,700 cars, 
down 60 per cent on the 1996 level. 


further trade UberaBsation 
in line with China's negotia- 
tions to eater the Work! 
Trade Organisation. 

Piper Umnsbucy,- deputy 
direct rain Betftog.of the US- 

fftlnn Biwinwfit Council, said 

business Imped nfitrfai con. 
tacts would help counter 
recent dtecrimtoatpiy -Chi- 
nese policies such as. 
increased protection for 
domestic industries. 

The business council is 
also pressing the US admin- 
istration to “reactivate" 
operations hi China of the 
.Trade Development Agency 
and Overseas Private Invest- 
ment Corporation which 
were suspended after 1989. 
These bodies were estab- 
lished to support US busi- 
ness abroad. 

US bostoess also* wants an 
extension, of the Export- 
Import bank's activities in 
China to enable American, 
companies to compete more 
effectively with the Japanese 
rad French, whose govern- 
ments are particularly sup- 
portive. 

US officials say the Wash- 
ington » un it is helping to 
“concentrate minds” on 
ways to which vexed WTO 
negotiations might be 
advanced, but they warn 
. that the presidents may not 
be In a position to lay down 
a timetable for completion. 

“There is a whole range of 
Issues to be resolved and 
until they are the whole can- 
not crane together. If s a bit 
like a Rubik's cube situa- 
tion," said rate 

US government and busi- 
ness believe the Communist 


on Friday, will provide a 
platform, for further 
improvement In bilateral 
ties. The C o agress'fa expec- 
ted to ap prove farther steps 
to liberate the Chinese 
economy. 



Bangkok 
tries to 
increase 
liquidity 

By Ted Bardacke 
in Bangkok . . 

The . Thai r government 
yesterday announced mea- 
sures' Co help '* alleviate the 
severe liquidity crunch in 
the financial system, which 
Is hampering the ability of 
healthy companies to func- 
tion normally and putting 
downward pressure on the 
cmrency, the baht. 

The Thai stock market 
index rose &9 per amt and 
the baht firmed to Bt36^ to 
the US dollar, up from 
Bt37.I5 on Friday. Traders 
said the liquidity measures 
had little impact on inves- 
tors, who were instead given 
a boost of confidence by Fri- 
day’s announcement that 
Chavalit Yoogchaiyudh, the ■ 
premier, would, support pas- 
sage of a new constitution, 
slaving off a political crisis. 

Among the measures is &- 
in the W-maqfhty reserve ■ 


NEWS DIGEST 


^TfrafrgjBd^ B a hgkok basedfto- 
■ e»Q, banks to repay deposits 
and debts at 58 suspended 
finance companies which 
were shut down after bor- 
rowing Bt430bn in emer- 
gency funds from the central 
bank. Companies which 
have their working capital 
deposited at suspended com- 
panies have found it hard to 
carry out their business. 

Exporters will also be able 
to hold dollar receivables for 
raily 120 days before being 
required to convert them 
into baht and actual cur- 
rency payments must be 
converted into baht within 
15 days. The previous limit 
was 180 days . and many 
exporters had been accu se d 
of hoarding dollar fiammgg 
- at a time when Thailand 
desperately needs foreign 
exchange inflows - in -the 
belief that the value -of the 
baht would continue to fall 
Exporters using govern- 
ment credit programmes will 
also be required to sell 50 
per cent of their forward for- 
eign exchange positions 
back to the agency that lent 
them money.- ■ 

The committee iiaaiing 
with the 58 suspended 
finance companies also 
began its work in deriding 
which companies would be 
allowed to reopen and begin 
lending operations once 
again. Companies have been 
given until the end of Octo- 
ber to submit rehabilitation 
plans, which must meet a 
number of criteria, fricimtirig - 
repayment of all emergency ■ 
fands provided to them by 
the central hank 
Currencies, Page 27; World 
Stock Markets, Page 38 


Ramos ‘against 
second term’ 

President Fidel Ramos of the Philippines yesterday said 
he opposed an extension of his term of nfffen, hfe most 
explicit statement on the co n tr o versial issue ahead of 
national elections next year. 

His statement fellows unprecedented attacks from the 
church, op pos i tion and business community which have 
steppST dp tBrar campaign against a imnsfitutfonal " r " 
change to lift term limits. The present 1987 constitution 
restricts the president to a single six-year t erm. But his 
nationwide radio address failed to dispel doubts among 
some critics who accuse hfm of preparing the ground for a 
second tram. 

The opposition and much of the press have in recent 

days la unched strong attacks on thep nefijdmt. warning of 
im pending mar tial law; the cancellation of nmtt year's 
p residential elections and other intrigues on the part of 
Mr Ramos to contrive a second term. 

Fears of political instability were blamed for the peso's 
fan to a record low yesterday, fa the past two Tmvntha, the 
peso has sunk nearly 24 per cent, largely driven by the 
regional currency turmoil. 

The US yesterday joined the chorus of appeals for the 
Philippines to ensure democracy prevafls-The 
pr esident ial palace in Manila quoted Mr Stanley Both, 
visiting US assistant secretary <rf state, as trihngBfr 
R amos ti re US. “would want to see that democratic . 
instil Lilians are maintained”. Justin Marazzi, ManSa 

■ JAPANESE POLITICS ... 

Hashimoto sews up party post 

Japan's prime minister Ryutaro Hashimoto yesterday 
stood UhopposecLfor re-election as leader of the ruling 
Liberal Democratic party. As the party with most seats In 
tim lo wer house, the LDP presidency carries with it the 
premiership. ~Mr Hashimoto's re-election to a second 
two-year t erm as party leader will be officially con fl riaBd 
at a party meeting on Thursday, after which he is 
expected to announce a sweeping T »dnifn<» rtf 
2l-member ca bi n e t and top party positions. 

The reshuffle follows Intensive intra-party negotiations 
in the lead-up to the election and threats among some 
senior members to break ranks. Mr Hashimoto Is Hkety to 
retain Hiroshi Mltsuzuka, his finanno minister, but is 
ex p e ct ed to replace Yulrihiko Tk p d a , the forei gn minister, 
with a leading figure from a different faction, awyy ^g . 
other Important changes. Owen RoMnson. Tokyo 

■ SINGAPORE CASE 

Party to pay libel damages 

Singapore’s opposition Workers’ party said yesterday it 
would pay.S$20Q,000 (US$122,000) to hbel damages and 
costs to five ethnic Indian politicians, i winding 
Shanmugam Jayakrimar, the foreign mlniste-. An article 
in the party newspaper in August 1995 had said the- five 
politicians had been insincere in promoting the Tamil 
lang uage, one of Singapore’s four official lan g ua ges , 
during a week set aside for. its propagation 

Of the five politicians, four are MPs for the ruling 
People’s Action party and one a former PAP ' ' ' 
parliamentarian. Several court cases have gone a gainst 
opposition politicians to recent years. The verdict is - 
expe cted soon in a case brought by Goh Chok Tong, the 
prime minister, and 10 PAP colleagues for alleged - 
defamation by Joshua Jeyaretnam, Workers’ pa rt y leads 1 . 
Mr Jeyaretnam was among 12 Worker^ party membocs 
named to yesterday’s case. James Kynge, fftinin Lumpur 

■ US-HONG KONG TIES ■ 

Tung arrives in Washington 

Tung Chee-hwa, Hong Kong’s chief executive, arrived in 
Washington yesterday for a five-day official visit to the 
US, his first trip to the country since the former British 
colony reverted to Chinese control In July. Mr Tung is 
scheduled to meet the Chinese ambassador and a range of 
congressional leaders and administration officials to ■ 
discuss relations between the US and the territory, now 
an autonomous region of China. 

The trip follows the admission by the US government 
that a US n uclear submarine had recently visited Hong 
Kong for a routine stop. While such visits were common 
under British rule, it is the first o fficial entry by a US 
vessel into Chinese waters. Mark Suzman. Washington . 
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NEWS: INTERNATIONAL 


OBITUARY: MOBUTU SESE SEKQ 


Africa’s last cold war despot 



obutu Sese Seko, 
who has died of 
- ■ — . prostate cancer fo 
a.Morocean military hospital 
at the age of 66, leaves what 
was once known as Zaire the 
way he found it its hug e 
potential remains untapped 
and 'the country is more 
likely to destabilise the 
entire Central African region 
than act as a source of 

regenerattori* : 

Mobutu's Ignominiou s 
departure, fleeing 
the- capital, in May in his 
presidential jet only hours 
before the advancing rebel 
forces' seized the city, 
marked not only toe end of 
Africa's last cold war despot. 

It represented a watershed 
in toe decline of French 
influence in Francophone 
Africa, and left behind a 
vacuum which the US has 
yet to demonstrate that it 
can fUL 

A cook’s son who rose 
above his lowly origins 
thanks to a combination of 
physical rutolessness, cha- 
risma and political cunning, 
Mobutu presided over as 
disastrous a regime as any 
Africa has endured. Yet if 
ever a country could be 
described as a victim of colo- 
nialism, it is Zaire; and if 
any leader can be called a 
creature of the cold war, it is 
Mobutu. Responsibility for 
his wretched legacy is not . 
his alone. 

Zaire's best interests were 
subjugated to western strate- 
gic objectives, ran g in g from 
securing cohalt supplies to 
having a reliable base from 
which to resist Soviet 


designs on toe continent 

.Belgium left behind a 
record of racist brutality 
without equal and a country 
leas equipped for indepen- 
dence than any in Africa. 
And just as Belgians effec- 
tively abandoned their col- 
ony, so the US and France - 
the other two powers with 
interests in 2aire - abne- 
gated their responsibilities 
in ' 1991, when they turned 
down opposition pleas la 
hold the ring during a transi- 
tion to democracy. 

When Belgium hastily con- 
ceded independence in 1960 
to the Congo, as Zaire was 
then called, political parties 
had been given little oppor- 
tunity to forge national insti- 


so alarmed Washington. 

This time, there was no 
question of handing power 
back to civilians. Mobutu 
kept a Ann grip on the reins, 
stamping his authority on a 
vast nation which had been 
in danger of disintegrating. 

From 196S to 1974, when 
gross domestic product grew 
about 7 per cent annually, 
Zaire seemed one of the most 
attractive investment pros- 
pects In Africa. A leading 
copper and cobalt producer, 
the world’s largest supplier 

Of industrial riiamnnflK , rich 

in tin. uranium, coffee, tim- 
ber. it also has vast reserves 
of hydro-electric power. 

The economic rot set in 
with the launch of “Zairean- 


Responsibility for his wretched 
legacy is not his alone 


tutions, the country had a 
handful of graduates and an 
army whose black officers 
had been newly promoted 
from the ranks. 

Within days, the army 
mutinied, beginning a night- 
mare period of insurrection 
and secession attempts. 
There was a widespread 
sense of relief when the 
35-year-old Lt Gen Joseph 
Desire Mobutu took power in 
1965. It was the second coup 
d’dtat by the former journal- 
ist. who had already sig- 
nalled his rutolessness by 
helping to arrange the assas- 
sination of Patrice 
Lumumba, the prime minis- 
ter whose Marxist leanings 


isation* 1 and “authenticity” 
in the early 1970s. In an 
attempt to lend his regime 
some ideological content, 
Mobuutu's campaigns dic- 
tated abandonment of Chris- 
tian names and western 
attire. More damaging was 
handing expatriate-owned 
industries, businesses and 
forms to Zaireans, who ran 
them into toe ground. 

In the years that followed, 
Zaire lurched from crisis to 
crisis and Mobutu's bold on 
power was jolted by two 
rebel invasions of the miner- 
al-rich Shaba province in 
1977 and 1978. 

The term " kleptocracy ” 
was coined to describe Mob- 


utu’s management style. On 
one occasion in 1982 he 
arrived in the US for a vaca- 
tion accompanied by an 
entourage of nearly 1D0-. they 
spent $2m in two weeks. 
Estimates of his fortune at 
one time ran as high as 
$5bn, though many analysts 
believe that by the end much 
cf it bad been devoured by 
his retinue. 

As a wave of democracy 
swept Africa in the early 
1990s, Mobutu, now an 
embarrassment to a west 
repelled by his human rights 
record, looked beleaguered. 
In 1990 he accepted 
multi-party politics, eoding 
more than two decades of 
one-party rule. 

Two bouts of rioting in 
1991 and 1993 by soldiers and 
civilians exasperated by pri- 
vation shook Mobutu's grip. 
Analysts confidently pre- 
dicted that Africa's longest 
surviving dictator was about 
to leave the stage. 

The predictions proved 
premature. Mobutu clung 
on, skilfully exploiting weak- 
nesses in tbe opposition 
movements, co-opting or 
intimidating opponents. 

Increasingly, he avoided 
Kinshasa, feeling safer in the 
presidential river boat or his 
palatial residence at Ghadol- 
ite. But he retained control 
of the army and Zaire's dia- 
mond trade - the country's 
chief source of income fol- 
lowing the copper industry’s 
collapse. 

His final years allowed 
him to enjoy something of 
an international comeback 
as he reinvented himself as a 



Mobutu in his trademark leopards kin: be accumulated a 
fortune and his regime became known as a ‘kleptocracy’ 


regional player who could 
not be ignored. In 1994 he 
drew maximum advantage 
from France’s need to use 
Zaire as a base for its inter- 
vention into south-west 
Rwanda. His hosting of the 
Hutu refugees was bartered 
for access to his European 
villas and bank accounts. 

But his old habit of med- 
dling in neighbours’ affairs 
proved his undoing. As Hutu 
extremists used the refugee 
camps as bases for cross-bor- 
der raids, Rwanda. Burundi 


and Uganda decided in late 
1996 to back a rebel move- 
ment taking shape in tbe 
hills of eastern Zaire. 

Seven months later. Mob- 
utu’s army had folded like a 
pack of cards and the insur- 
gents were marching into 
Kinshasa. Shielded from the 
truth by his family. Mobutu 
clung to hopes of a negoti- 
ated settlement with the 
rebel Laurent Kabila that 
would allow him to work his 
usual manipulative magir It 
was not to be. 


Radical accounting standard plan wins backing 


By Christopher Adams 
in London 

Global accounting 
standard-setters yesterday 
backed radical US proposals 
to require companies to 
show derivatives at market 
value in their accounts. 

At present, it is estimated 
that billions of dollars of 
derivative transactions are 
not reported in financial 
statements. 

Sir Bryan Carsberg. sec- 
retary-general of toe Interna- 


tional Accounting Standards 
Committee, said the propos- 
als would help- improve 
financial reporting through- 
out the world. 

But some companies 
expressed concern there had 
not been enough debate yet 
about how to account for 
financ ial instruments such 
as swaps, forward contracts 
and options. They said that 
US standards might not be 
appropriate elsewhere. 

The IASC has been trying 
to draw up a global account- 


ing code with toe agreement 
of regulators by April next 
year. An international stan- 
dard on accounting for 
financial derivatives was one 
of several areas where 
regulators felt existing 
rules were not explicit 
enoug h. 

Proposals by the Financial 
Accounting Standards Board 
— toe official body responsi- 
ble for laying down the rules 
under which US companies 
draw up their annual 
accounts - recommend that 


derivatives should be recog- 
nised in the accounts at 
their market value. 

In other words, if the 
value drops between one set 
of accounts and the next, the 
difference would depress 
profits. A rise would boost 
thpm This would apply to 
all derivatives except those 
used to cover risk inherent 
in another derivative - a 
practice called “hedging”. 

The FASB’s proposals 
were attacked recently by 
Mr Alan Greenspan, chair- 


man of the US Federal 
Reserve. He said that the 
plans would increase “vola- 
tility" in income and equity, 
with unhedged derivatives 
swinging in value from one 
set of accounts to the next 
Sir Bryan said the IASC 
intended to use the US stan- 
dards as an interim measure 
and that toe committee 
would continue to develop 
its own standard. He added 
that volatility would only 
reflect true economic condi- 
tions. 


“One has to make a 
tradeoff in these things. For 
many companies, there is a 
very great cost at the 
moment in having to comply 
with different international 
standards." he said. 

But Mr Alan Cook, techni- 
cal director of the UK’s 
Accounting Standards 
Board, said there had not 
been enough discussion. 

The committee’s board is 
due to consider toe recom- 
mendations of its staff at the 
end of next month. 


NEWS DIGEST 


Arafat swoop 
on militants 

Palestinian security forces yesterday arrested scores of 
suspected militants and searched houses in the West 
Bank in advance of the visit starting tomorrow by Made- 
leine Albright, the US secretary of state. Mrs Albright had 
earlier asked Yassir Arafat, president of tbe Palestinian 
Authority, to crack down on terrorists after last week’s 
triple suicide bomb attack on a Jerusalem shopping mall 
that killed eight people. 

But Israeli officials said they would not rest until the 
Palestinians dismantled “the infrastructure of terrorism" 
in the Palestinian-ruled areas. 

“Even if these terrorists are from abroad, they were 
helped from inside,” said an adviser to Benjmanin Netan- 
yahu. the Israeli prime minister. He said Israel would put 
the fight against terrorism on top of the agenda in talks 
with Mrs Albright while the Palestinians want the US to 
put pressure on Israel to implement the Oslo accords, in 
particular, the second withdrawal of Israeli troops from 
the West Bank. Judy Dempsey . Jerusalem 

■ MILLENNIUM BUG 


Banks told to test computers 

Ranking supervisors yesterday warned banks and finan- 
cial institutions that they should have finished testing 
whether their computer systems will cope with the year 
2000 by the middle of 1999. 

Governors of the Group of 10 central banks said leading 
players in the financial markets were already well aware 
of toe “ mill ennium bug" which is caused because many 
computers use only two digits to record dates. Banks 
needed to make sure their own systems would still work 
in 2000, and set up contingency plans in case their 
counterparties in financial markets or payment systems 
hit problems. George Graham. Banking Editor 

m LANDMINES CONFERENCE 


Senator urges US rethink 

A US senator urged the US government to drop its reser- 
vations over a global ban on anti-personnel mines. Sena- 
tor Patrick Leahy told toe Oslo landmines conference that 
toe Washington delegation had come “with demand* that 
had no chance of being accepted”. The US is seeking 
exclusions for certain parts of the world, such as South 
Korea, and for some specialised types of mines. “If the 
United States wants to be part of this treaty, our adminis- 
tration's chief policy-makers need to go back to the draw- 
ing board.” said Mr Leahy. Tim Burt, Oslo 

■ MOMBASA PORT 


UK consultants want out 

The Kenyan government is trying to persuade Felixstowe 
Port Consultants, the British company brought in to 
improve efficiency at Mombasa’s container terminal, to 
reverse plans to pun out of its two-year contract with toe 
East African port Geoffrey Bayley. head of Felixstowe's 
Kenyan team, confirmed that high-level talks were taking 
place over the $2J2m contract- 

shipping industry observers said the company’s decision 
had been triggered by the Kenya Port Authority's failure 
to provide the gantries needed to meet productivity tar- 
gets. Michelet Wrong, Nairobi 


CENTRAL BANK OF NIGERIA 



PRESS STATEMENT ON ADVANCE FEE FRAUD SCAM 


YOU HAVE BEEN WARNED 


1 Since die early 1990s, the Central Bank of Nigeria (CBN) 
has endeavoured to combat the scourge of Advance Fee 
Fraud/Scam being perpetrated by fraudsters via letters, telefax, 
telex, etc., both locally and overseas, through publicity 
r^mpflignSj se minar s, press statements, and co-operation with 
law enforcement agencies. To date, the CBN has placed 
advisory advertisements in over 80 newspapers and magazines 
in 12 languages in 36 countries, in its effort to forewarn all 
corporations and individuals who are likely to fall prey to the 
scam and thereby help stamp out the proliferation of Advance 
Fee Fraud, aka “41 9’*. Furthermore, the Bank replies routinely 
to all enquiries relating to scam letters, telefax, etc., to the effect 
that the “claims” are bogus and fraudulent and that the 
claimants are being duped. Appropriate Embassies and High 
Commissions in Nigeria are also furnished with copies of 
correspondence emanating from their countries to prevent 
ruination of their nationals. 

2 Unfortunately, the scam has continued unabated, even with 
increasing sophistication, because of the c rimin a li ty, avarice 
and greed of the so-called victims of the scam, who are also 
villains. The bogus “business” proposals/deals which run into 
millions of US dollars manifest fraudulent intentions ab initio,, 
which should ordinarily put any responsible and law abiding 
person on inquiry. However, driven by fraudulent tendency, 

greed and tbe urge to make quick and easy money at the expense 

of Nigeria, many of the so-called victims have continued to 
ignore the warnings of the Central Bank of Nigeria, to the effect 
that such transactions are bogus and fraudulent 

3 Tb recapitulate, an advance fee frand/scam takes various 
forms. A typical one starts with a letter of solicitation, 
followed by telefax or telex messages. The letters often offer 
to transfer huge amounts of money, usually in US dollars, 
purported to be part proceeds of certain contracts, to the 
addressee’s bank account, to be shared in some proportion 
between the writer and the addressee. A favourable response 
to the letter is Mowed by excuses why tbe funds cannot be 
remitted readily and subsequently by demands forpropomonaie 
share of payment of various “taxes” to facilitate the processing 
and renrittance.of the funds. The use of Mfi Government, 


Central Bank of Nigeria, Nigeria National Petroleum 
Corporation, etc., documents is a common practice. The 
fraudsters usually request that the transaction be done under 
the cover of confidentiality. Sometimes, the “victims” are 
invited to Nigeria where they , would be given red-carpet 
reception and attended by the fraudsters posing as Nigeria 
Government or Central Bank officials. To consummate die 
“transaction”, the “victim” would be required to pay advance 
fees for various reasons, e.g. Processing fees, unforeseen taxes, 
licence fees, registration fees, signing/lawyers fees. National 
Economic Recovery Fund fees, insurance coverage release fees, 
VAT, etc. Collection of these advance fees is actually the real 
objective of the scam . A recent variant of the scam, directed 
primarily at charitable organisations and religious bodies 
overseas, involves bogus inheritance, under a will. Again tbe 
sole aim is to collect the advance fees described as one form 
of inheritance tax or other. 

4 The Central Bank of Nigeria has taken this initiative of 
once again warning the business community and 
individuals because of its concern to maintain the good name 
of die Bank and its public standing as well as those of its Senior 
Executives. Often the names of the Bank, members of its top 
management team, including the Governors (past and present) 
and the Deputy Governors together with those of highly placed 
Government officials, have been fraudulently used and abused 
by the fraudsters with reckless abandon, to lend credibility 
and respectability to the scam. As on previous occasions, the 
Central Bank of Nigeria wishes through this medium, to warn 
all and sundry about the existence and the modus operandi of 
the international criminal syndicates whose nefarious acti vities 
have been a source of embarrassment to the B.ank and, the 
Nigerian Government . 

5 On numerous occasions, the so-called victims of the “41 9” 
scam have brought law suits against the Central Bank of 
Nigeria, all of which the Bank has defended successfully. In a 
recent landmark judgement on an advance fee scam law suit 
brought by Larry Sorth and Mr. & Mrs. Tei Vs. The Central 
Bank of Nigeria, et al, the issues of advance fee fraud, the 
impostors and Clearing House banks were decided on by Hon. 


CENTRAL BANK OF NIGERIA 

Samuel Ladoke Akmtola Way, P.M.B. 01 87, Garki, Abuja, NIGERIA 


Justice Charles A. Sham of the United States of America 
District Court (Eastern District of Missouri). The case was ruled 
in favour of the Central Bank of Nigeria. The Judge ruled that 
the case of the plaintiffs - Messrs. Sorth and Tei - was not 
sustainable, because they neither engaged in any commercial 
transaction with the defendant nor had contact with genuine 
Central Bank of Nigeria officials, nor with any official of the 
Federal Government of Nigeria. The Judge further noted that 
documents tendered by the plaintiffs as evidence were forgeries 
and that they were, from the onset aware that the transactions 
were bogus, fraudulent and too good to be true. We hope that 
this landmark Court decision among many others decided in 
favour of the Bank would serve as sufficient warning to all 
those who do not heed our advisory advertisements and who 
would subsequently like to seek relief from the courts after 
falling “victim” to advance fee scam transactions. 

6 The Central Bank of Nigeria is once again warning all 
recipients of such fraudulent letters, that there are no 
contract payments trapped in the Bank. Also, that all 
documents, appertaining to these “payments”, “claims” or 
“transfers”, purportedly issued by the Bank, its Senior 
Executives or the Government of tbe Federal Republic of 
Nigeria are all forgeries, bogus and fraudulent. These 
documents do not originate from the Bank or the Government 
They are not authentic. YOU ARE THEREFORE, WARNED 
AND ADVISED, IN YOUR OWN INTEREST, TO IGNORE 
THE “GET-RICH-QUICK” BUSINESS SOLICITATIONS. 
The Central Bank of Nigeria implores you to assist in the fight 
against these criminal syndicates by reporting any solicitation 
to your local law enforcement agencies or the local International 
Police Organization (INTERPOL). 

7 For the avoidance of doubt, it should be restated that the 
Central Bank of Nigeria will not accept responsibility for 
any loss sustained by any person or corporation that fails to 
heed our warnings. 
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YOU HAVE BEEN WARNED SEVERAL TIMES 
BEFORE! YOU HAVE BEEN WARNED AGAIN!! 
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NEWS: THE AMERICAS 


US investors eye European equities 


NEWS DIGEST 


By Daniel Boglei* in New York 


US investors see European equities 
as better value than Asian stocks 
or domestic American shares, 
according to a wide-ranging survey 
of L'S fund managers and invest- 
ment professionals. 

Nearly three-quarters of those 
questioned judged European equi- 
ties attractive, compared with 57 
per cent for Asian equities and 46 
per cent for US stocks. And 87 per 
cent of respondents expect US 
investment In European shares to 
rise markedly in the next 2-3 years. 


“There is going to be more priva- 
tisation in Europe, and the stock 
markets are relatively small com- 
pared to the size of the economy," 
said one investment analyst. “Also, 
because the US market is expen- 
sive. people will go elsewhere. But 
they'll stay away from Asia 
because it is too volatile." 

The survey, by Rivel Research 
for public relations firm Bruns- 
wick, canvassed 100 fund manag- 
ers. 25 of their in-house analysts 
and 25 analysts working for stock- 
brokers. all of whom covered at 
least some European equities. 


According to the research, US 
investors consider pharmaceuticals 
and telecommunications stocks as 
the most attractive, followed by 
banking and financial services. 

While the average US institu- 
tional portfolio has equities from 
11 European countries, UK compa- 
nies dominate, with 76 per cent of 
portfolios holding British stocks, 
against 54 per cent with German 
ones and 51 per cent French. 

Two-thirds of the research used 
by American institutions is still 
generated within the US but the 
fact that 51 per cent of investors 


now buy European stocks directly 
from local exchanges, rather than 
through American Depositary 
Receipts or US-listed foreign 
stocks, shows the increasing glo- 
balisation of equity markets. 

Quality of management, strength 
of cash flow and earnings growth . 
are the most important investment 
criteria for US investors. Total 
return and return on equity 
are given more weight than 
simple price/earnings ratios, 
while dividend increases are 
accorded a much lower priority. 

Where European c o mpanies fan 


down, in American eyes, is an com- 
munications- Two-thirds of US 
investors rated their disclosure lev- 
els as unfavourable awd half rated 
their road shows, teleconferences 
and investor relations programmes 
as pom-. Most want the Europeans 
to adopt the US practice of quar- 
terly results announcements. 

As a result of the poor disclo- 
sure, 46 per cent of investment pro- 
fessionals admitted that keeping 
up-to-date on European companies 
was difficult 

UK fond managers switch to 
bands. Page 25 


400 missing in 
Haiti sinking 


Is Latin America on market hit list? 


By Stephen Hdler, 
Latin America Editor 


W hen Mexico’s cur- 
rency crisis was in 
full force in early 
1995. it shook financial mar- 
kets as far afield as Asia. 
With south-east Asia in 
finan cial turmoil, many are 
wondering whether Latin 
America will now feel the 
shockwaves. 

According to Paulo Leme, 
director of emerging markets 
economic research at Gold- 
man Sachs in New York, 
currency’ volatility could per- 
sist in .Asia until the end of 
the year. As a result, he 
added: “We have marginally 
raised our estimate of the 
probability of contagion 
from Asia to i-atin America." 

Most forecasters still argue 
that the chances of conta- 
gion are small. The direct 
effect of economic slowdown 
in south-east Asia on Latin 
American exports is negligi- 
ble. Some 2.9 per cent of 
Argentina's exports go to the 
Asean countries. 4 per cent 
of Brazil's, 3.1 per cent of 
Chile’s and 0.4 per cent of 
Mexico's, according to 
researchers at J J*. Morgan. 

Moreover, given the differ- 
ent products exported fry the 
two regions, Latin America's 
market share in third coun- 
tries should be hardly 
affected by the devaluations 
in Asia. Mexico's tequila cri- 
sis in 1994-95 showed, how- 
ever, that the impact of a 
financial c risis could spread 
to other countries without 
important links where prob- 
lems were perceived to be 
similar. 
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In effect, said analysts at 
1NG Barings in London, 
investors drew up a “hit list" 
where parallels could be 
drawn. There was also a gen- 
eral retreat from all “emerg- 
ing market'’ assets early in 
the Mexico crisis. 

The common elements 
between the four south-east 
Asian countries that have 
suffered the worst of the cur- 
rency troubles - Thailand, 
Malaysia, Indonesia nnd the 
Philippines - have been 
managed exchange rate 
regimes, large current 
account deficits and weak 
banking sectors, worsened 
by exposure to overheated 
pro p erty markets. 

Of all Latin American 
countries, the one that offers 
the closest parallel is Brazil. 
According to ING Barings, 
its current account deficit of 


4.6 per cent of gross domes- 
tic product compares with 
5.9 per cent for Thailand, but 
total debt service accounts 
for only 4.6 per cent of GDP 
compared with 12.3 per cent 

On the fiscal side. Brazil 
looks worse with a 5 per cent 
of GDP budget deficit com- 
pared with 1.2 per cent in 
Thailand and government 
debt equal to a third of GDP 
compared with only 10 per 
cent in Thailand. 

However, Brazil appears to 
be less vulnerable to capital 
flight: its gross external debt 
equalling only a quarter of 
GDP compared with more 
than 100 per cent from Thai- 
land. Short-term foreign debt 
is lower as a share of GDP, 
while Brazil's foreign direct 
investment - helped by a 
huge privatisation pro- 
gramme - is expected to 


cover 42 per cent of the cur- 
rent account gap, compared 
with just 9.5 per cent for 
Thailand. Brazil’s more than 
$G0bn of reserves also show 
it has greater defensive 
resources in the case of spec- 
ulative pressure, say the 
ING Barings researchers. 

Moreover, a central ele- 
ment of the Asian crises has 
not been present in Brazil: 
the rapid expansion Of hank 
credit. Since the introduc- 
tion of Brazil's Real plan in 
1994. the central bank has 
maintained a restrictive pol- 
icy on credit growth, while 
many of Brazil's weaker 
banks have been restruc- 
tured or recapitalised. 

This was gmpTnurignd yes- 
terday in London by Jos6 
Roberto Mendonca de Bar- 
ros. Brazil's secretary of eco- 
nomic policy. Furthermore, 


he said Brazil appeared to be 
at the start of a new invest- 
ment cycle - helped by pri- 
vatisation — comparable to 
periods of heavy investment 
in the late 1950s or early 
1970s. By contrast, many 
Asian countries seemed to 
have entered a mature phase 
of their investment cycle. 

In an Interview, he also 
noted the trading hand 
for the exchange rate was 
now being depreciated faster 
t han inflation. Co nsum er 
prices are now rising about 5 
per cent a year, while the 
band is depreciating by 
about 0.6 per cent a month. 
This, along with reductions 
in the costs of doing busi- 
ness in Brazil and increased 
productivity, was helping 
the profitability of e x p or t e r s . 

Mr Mendonpa de Barros 
said that the exchange rate 


“In the long nm" would 
have to be made more flexi- 
ble. But in the mean time, 
some exchange rate stability 
was needed. 

Keeping Brazil's exchange 
rate regime “strongly 
depends on its ability to 
raise $55bn a year in exter- 
nal financing" to Hmw* its 
current account deficit and 
repay maturing debt held 
abroad, according to Gold- 
man estimates. This, 

said Mr Leme, required 
“favourable international 
capital market conditions". 
Mr Mendonpa de Barros con- 
ceded that in financing the 
current account deficit, it 
was assumed the world’s 
financial markets “behave 
more or less normally". 

There is no evidence that 
the Asian turmoil has yet 
translated into pressure on 
the Brazilian currency, even 
though investors in Latin 
American mutual funds 
have been sellers of Brazil- 
ian shares for some time. 

According to figures last 
week from MicropaTs emerg- 
ing market fund monitor, 
managers of f-atm Ameri can 
regional equity funds polled 
out $148m from Brazil in the 
second quarter, investing 
$127m in Mexico. 

In August, mutual funds 
pulled money out of all Latin 
American equity markets in 
three weeks out of four. 
However, this, said analysts, 
was linked as much to US 
stock market volatility as 
Asian cnrrency turmoil. 
Wall Street thus remains a 
more important fnftnpncp on 
Tjitin America’s financial 
markets than events in Asia. 


About 400 people are missing and thought to have 
drowned yesterday after a ferry sank north of 
Port-au-Prince, Haiti's capital. Tie death toll is expected 
to rise, as nfftiMate reported that the boat may have been 
c ar ry in g about TOO passengers. Twenty-five bodies had 
been recovered early last night 

The boat was carrying cargo and passengers between 
Gonave Island in Port-au-Prince Bay and the capital. 
Ferries link remote parts of Haiti to which access is 
difficult because of poor or non-existent roads. About 60 
passengers swam to shore yesterday near Montrouis. a 
town north-west of Port-au-Prince. Haiti has asked the US 

Coast Guard to assist in searching for survivors. 

“The boat took on water, then flipped over. Maybe 40 
people who were sitting on top, as I was, fell into the 
water. 1 don’t think anyone sitting inside survived," a 
survivo r told a local radio station. 

The capacity of the largest Haitian ferries is 300 

passengers, officials said. Canute James. Kingston 


FCC AUCTION 


Deadlock on radio spectrums 


The Federal Communica tions Commission remains 
deadlocked over a plan to reauction an important part of 
the US radio spec trum , despite an effort by the agency's 
chairman last week to win support for a plan that would 
accelerate the development of competition in the wireless 
t eleph on e market. 

pood Hundt had Indicated that he hoped to get backing 
last week from the regulatory body’s board to reopen an 
auction that has caused considerable embarrassment to 
his agency. 

Tbe original auction, undertaken two years ago, had 
brought successful bids of more than SlObn from 
companies which planned to use their licences to launch 
new wireless telephone services. However, concern in the 
fipflnriftt markets that the companies involved had bid too 
much has left the three biggest bidders without the 
capital to develop their planned networks, while 
taxpayers face the likelihood of never seeing the $10bn 
that was promised. 

An FCC staff member said yesterday that Mr Hundt 
remained determined to get an agreement “as quickly as 
possible". Richard Waters. New York 


MEXICO INVESTMENT 


Record $llbn from abroad 


Mexico is on course to receive a record $11 bn of foreign 
direct investment this year in a further sign of tbe 
country's broadening economic recovery, Guillermo Ortiz, 
flnannp minis ter, said yesterday. 

Mr Ortiz forecast economic growth of 6 per cent in 1997, 
following growth of 5.1 per cent in 1996 and a 6.2 per cent 
contraction of GDP during the 1995 financial crisis. 

Mr Ortiz, who is under pressure to lower taxes from an 
opposition-controlled Congress, told a meeting of business 
leaders the government would run a fiscal deficit of L3 
per cent of GDP in 1998, against a balanced budget this 
year. The deficit, he said, would result from unexpectedly 
high costs related to the rescue of troubled Mexican banks 
and a fall in government revenues as Mexicans switched 
from tbe state-run pension system to private retirement 
schemes. Leslie Crawford. Mexico City 
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J ust a few months after 
the current bout of 
south-east Asian finan- 
cial instability broke on an 
apparently unsuspecting 
world, Larry Summers, tbe 
former Harvard economics 
professor, is already in 
didactic mode, explaining 
how governments and mar- 
kets might avoid such crises 
in future. 

The deputy US Treasury 
secretary, architect of much 
of US international economic 
policy in the last four years, 
argues the rapid growth and 
increased mobility of inter- 
national capital markets 
make financial v olatilit y an 
Inevitable feature of the 
modem world. 

But he says the crisis that 
engulfed Thailand this sum- 
mer was probably exacer- 
bated both by macro-eco- 
nomic policies and by tbe 
inadequacy of official statis- 
tics. 

The most obvious policy 
lesson is that the popular 
practice among emerging 
market governments of peg- 
ging their currencies to the 
US dollar or a trade- 
weighted basket of foreign 
currencies is a hi g hl y risky 
one. “Fixed exchange rate 
regimes are a little bit like a 
colled spring. Compression 
makes the volatility 
greater,” says Mr Sommers. 

Fixing exchange rates is 
not necessarily wrong - it 
has worked well In some 
countries in controlling 
inflation - but it raises the 
stakes significantly when 
problems develop. 

When the needs of the 
domestic economy - in Thai- 
land’s case a weak h anking 
system that desperately 
needed an easier monetary 
policy - conflict with the 
need to maintain the 
exchange rate steady, the 
risks are great 
In such circumstances, he 
says, “it is likely to prove 
difficult to maintain fixed 
exchange rates unless gov- 
ernments are prepared to 
use fiscal policy to support 
financial systems” - some- 
thing which Can prove very 
costly. 

The other big lesson of the 
Thai crisis is that interna- 
tional financial supervisors 
must move quickly to foster 



mers. Tm looking forward 
to the opportunity to discuss 
[at the G7 meetings in Hang 
Kong] recent economic sta- 
tistics from Japan in that 
regard.” 

European governments 
needed to be aware too that 
their efforts to secure eco- 
nomic and monetary union 
should not divert them from 
the “centrally important 
task" of structural economic 
reform. 

Mr Summers repeated the 
US view that it was not trou- 
bled by the prospect of a 
strong euro, and in fact 
urged European govern- 
ments to ensure that the 
new currency was backed by 
sound policies. 

“We rely an European offi- 


Washington 
unworried by 
prospect of 
strong euro 


Larry Summers: “Fixed mdum p rate 
bit like a coiled spring* 


regimes are a little 


improvements in the disclo- 
sure of economic and finan- 
cial data in all countries. 
Disclosure rules need to be 
extended to cover the finan- 
cial condition of central 
banks and the overall 
domestic banking system. 

One factor surely not to 
blame for the various crises 
is private speculation. Mr 
Summers is dismissive of the 
claims of Mahathir 
Mo bamm ed the Malaysian 
prime minister, that interna- 
tional speculators hunted 
down Asian currencies for 
profit 

"Blaming speculators as a 
response to financial crisis 
goes back at least to the 
Greeks. It's almost always 
the wrong response. It’s 
wrong because there are 
deeper causes to which spec- 
ulative flows are resp onding 
and because measures that 
fallow the blaming of specu- 
lators are almost always 
co outer -productive in terms 
of attracting capital.” 

But while financial insta- 


bility in emerging Asian 
markets has been the preoc- 
cupation of policy makers 
over the summer, Mr Sum- 
mers is anxious to focus on 
the continuing economic 
weakness in many industria- 
lised countries, especially in 
Japan. 

He gives a strong hint that 
at the meetings of fmanw 
ministry officials of the 
Group of Seven industria- 
lised countries in Hoag Kong 
later this month, in advance 

Of the IMF annual maturing 
the US will press Japan 
again to do mare to stimu- 
late Its economy. The US 
Treasury is clearly troubled 
at recent economic statistics 
that have shown a slowdown 
in Japanese growth. 

“I continue to be con- 
cerned that Japan does 
what’s necessary to achieve 
the domestic demand-led 
growth to which it's commit- 
ted and avoid the expart-led 
growth that has been a hall- 
mark of many past Japanese 
recoveries." says Mr Sum- 


cials to recognise that It will 
be very important that any 
new currency be backed by 
ftinriampnt-afi y strong poli- 
cies, policies thatwiir enable 
it to be a strong currency,” 
he says. 

In the domestic field, with 
the budget negotiations now 
out of the way, one economic 
issue will dominate the 
agenda for the - next few 
months: President Bill Clin- 
ton’s attempts to persuade 
Congress to grant , him fast- 
track negotiating authority 
in international trade agree- 
ments. 

Mr Summers says the 
stakes could hardly he 
higher. 

“It wffi be one of the defin- 
ing votes of this presidential 
term," he says. “It's a teat of 
whether the US will con- 
tinue to help set the roles of 
global economic engagement 
in the kind of enlightened 
way that It has in tire past or 
or whether the field will 
come to be dominated by 
narrowly focused and more 
commercially oriented agree- 
ments between small groups 
of countries.” 


Gerard Baker 
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TIMES TUESDAY SEPTEMBER 9 1997 * 


NEWS: WORLD TRADE 


. By Bmco Ctericta . ■ 
Washington and Guy da . 
Jonquldn* in London ! 

-/Hie. - \JS is T warning' its 
European “rkrtners of a 
... -"massive step backwards” in 
transatlantic trade relations 
if a- proposed ®2bn invest- 
ment in the Iranian gas 
industry by the French oB 
company Total goes ahead. 

*j Signing the deal would 
wreck any chance of Presi- 
-dent BBTChnton nrrwHwg to 
The European request for a 


out of Iran, US warns French oil group 


general waiver -of sanctions 
against companies dealing 
with Iran as' laid down by a 
US law, White House offi- 
cials said. 

"Holding off from deals 
like this is wbat keeps us 
talking to the Europeans," 
said one official.: who added 

that the adminl ri TM t l nn was 
“very frustrated” by the fact 
that warnings issued so for 
bad not been heeded. : 

A row over investment in 
Iran, could Imperil delicate 
US-EU negotiations aimed at 


Talks on BSE 
threat to drugs 


By. Nell Buckley In Brussels 

'European Union scientists 
were locked in discussions 
last night oh ways' to pre- 
vent a potential shortage of 
- vital medicines caused by 
;nqw safety. rules designed to 
curb, the spread of “mad 
cow” disease. 

.' The US had warned that 
. the rules — ; which - ban mate- 
rials- at high risk of carrying 
mad cow from being 

used /“for ' any purpose" 
within the EU - could have 
blocked S4.5bn of imported 
US pharmaceuticals, and 
some . . EU-made products, 
leading to shortages. 

Most pharmaceutical and 
many cosmetics products 
contain derivatives of tallow, 
animal fat usually made by 
boiling down whole animal 

carcases Inclrultng ma+oHnte 

that will be banned by EU 
rules from next January. 

The US - which says it is 
BSE-free and should be 
exempted .from the rules, 
adopted by the European 
Commission in July - has 
several times threatened to 
infer .'the case to the World 
Trade Organisation. 

The EC’s scientific 
steering committee on BSE, 
which is co-ordinating Brus- 
sels’ response to the “mad 
cow” cruris , W3S holding dis- 
cussions on whether to 
endorse the opinion of 
another EU scientific com- 
mittee/issued in June, that 
cosmetics: made with tallow 
derivatives were safe. 

.. If that opinion were 


endorsed, the principle could 
be extended to pharmaceuti- 
cals made with the same 
derivatives - provided they 
were heat-treated according 
to three accepted methods. 

But the US and European 
pharmaceuticals industry 
warned that such a ruling 
would not entirely avert 
potential medicines short- 
ages. While mare than 80 per 
cent, of all pharmaronH^alw 
products contain derivatives 
of tallow, 5030 per cent of 
capsules contain derivatives 
of gelatine - also made from 
anfmni carcases. 

Some pharmaceuticals 
biotechnology products are 
aiflA made using materials 
tunh as *>ip brain awl gptnat 
cord, winch are banned from 
use by the EU rules. 

The status of exports of 
raw tallow from the US to 
Europe also remained in 
question. BU scientific 
experts were also discussing 
whether to re-fan pose a ban 
on exports of bull mwmi and 
calf embryos from the UK. 

Exports of all UK beef and 
beef products were banned 
last year after the British 

giW MTrmpirt 's flwrm i mffMingn t 

of a probable link between 
med cow disease and a fatal 
h uman brain dirham 

The ban on semen and 
embryos was lifted last year 
after pressure from the UK. 
Re-imposition would be a 
blow to the new British. 
Labour government's hopes 
of making swift progress 
towards getting, the wider 
ban lifted. . - •’ 


defusing the transatlantic 
conflict over the Helms-Bur- 
ton anti-Cuba law. 

Aides to Senator Alfonse 
d* Amato, the wiato author of 
the Iran-Libya Sanctions Act 
enacted last year, 'said he 
would insist on President 
Clinton choosing the tough- 
est of the sanctions avail- 
able, Including a ban on 
Total's sales in the US mar- 
ket, to punish the French 
company if it went ahead. 

Howeyer. European offi- 
cials said that if sanctions 


were imposed against Total, 
or any other European com- 
pany, there would be strong 
political pressures in the EU 
to reinstate its complaint 
against Helms -Burton in the 
World Trade Organisation. 

The EU suspended its com- 
plaint last April pending 
efforts to negotiate a com- 
promise settlement with the 
US. Washington had threat- 
ened to disregard any WTO 
ruling on Helms-Burton, a 
step which could have 
plunged the body Into crisis. 


The Iran-Libya Sanctions 
Act requires the US presi- 
dent to choose two out of six 
possible punitive measures 
against non-US companies 
investing more than $20m in 
Iran. The measures include 
curbs on exports to the sanc- 
tioned company and a ban 
on imports from the com- 
pany. 

Oil industry analysts said 
Total would be less vulnera- 
ble than any other leading 
energy concern to the US 
sanctions. Total has agreed 


to sell its North American 
subsidiary to Ultramar Dia- 
mond Shamrock, a Texas 
company. The sale, reported 
to be worth $400m. is await- 
ing approval from the US 
Federal Trade Commission. 

Total confirmed yesterday 
that the negotiations on an 
agreement to extract gas in 
the South Pars field in the 
sea north of Qatar were pro- 
ceeding favourably and were 
close to a conclusion. 

Thomas Fell, a Total repre- 
sentative, said the final deci- 


sion would be taken on com- 
mercial grounds alone, and 
no account would be taken 
of a US law which neither 
the French government nor 
the European Union recog- 
nised. 

US administration officials 
said the proposed deal was 
exactly the kind of invest- 
ment which the Iran-Libya 

Sanctions Act, aimed at 
starving those two countries 
of western capital, was 
designed to deter. 


Japan resists US open skies drive 

Michael Skapinker on Washington’s campaign to liberalise the air travel industry 


T he senior Japanese 
official had no doubts 
about his country's 
readi ne ss to sign an “open 
skies'’ agreement with the 
US: “Not now, not in five 
years, not in 10 years. Not 
ever.” 

Such obduracy in Japan is 
a considerable setback to 
Washington's drive to liber- 
alise the world aviation mar- 
ket 

The US was the first coun- 
try to deregulate its domes- 
tic airline market in 1978. 
■ Since 1992, it baa taken its 
liberalisation campaign 
abroad, signing “open skies" 
agreements with 25 coun- 
tries, from Nicaragua to Nor- 
way to New Zealand. 

Two of the most important 
aviation powers in the world 
have, however, resisted the 
tide: the UK and Japan have 
not open skies agree- 

ments with the US. 

The UK has no objection 
in principle. Its domestic 
market is arguably the most 
liberal of any country except 
the US. 

It is waiting, however, for 
Washington to show it is 
ready to approve the 
planned alliance between 
British Airways and Ameri- 
can AfrTfaiflw before it agrees 
to open London's Heathrow 
airport to all US carriers. 

Tokyo, however, is pre- 
pared to accept no more 
than a limited increase in US 
earners' right to fly to and 
beyond Japan. 

The US appears ready to 
agree to this and sign a new 
aviation agreement with 
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Japan which Calls short of 
open skies. If it does. It will 
be a victory for the old way 
of doing things. 

The old way was laid out 
in the Chicago Convention of 
1944. This 'said no flight 
could take place between 
two countries unless both 
governments agreed to it. 
The system is regulated by 
about 1,000 bilateral accords, 
under which governments 
agree which airlines can fly 
to which airports, how often, 
and even, in some cases, in 
what size aircraft 

The first country to agree 
to a chang e was the Nether- 
lands, which signed an open 
ftfciBs agreement with Wash- 
ington in 1992. This allowed 
Dutch and US airlines to 
operate any service they 


' New Zealand • 


liked between the two coun- 
tries, without having to seek 
government approval. 

In 1995. the US signed 
open skies agreements with 
10 other European countries, 
including Austria, Belgium 
and Switzerland. Last year. 
Washington captured its big- 
gest prize so far - an open 
skies agreement with Ger- 
many. This year, agree- 
ments have been signed with 
several Latin American and 
Asian countries. 

All the agreements con- 
form to Washington’s “tem- 
plate", its formal definition 
of open skies. This provides 
for unrestricted flights on all 
routes between the US and 
the country signing the 
agreement It also allows for 
flights to third destinations 


- what are called “beyond 
rights". 

Under the agreements, air- 
lines Dying are allowed to 
set their own fares, unless 
both governments object to a 
particular fare. 

In return for these 
accords, the US has often 
granted airlines anti-trust 
immuni ty. KLM of the 
Netherlands and Northwest 
Airlines of the US were 
granted immunity when 
their two governments 
signed their 1992 agreement. 

Lufthansa of Germany and 
United Airlines of the US 
were granted immunity 
when the Washington-Boon 
agreement was concluded. 
The alliance between Delta 
Air Lines of the US and 
Swissair. Austrian Airlines 


and Sabena of Belgium has 
a ten been granted Immunity. 

Anti-trust immunity 
allows airlines to behave in 
a way which would other- 
wise be illegal in the US. 
Allian ce partners can set 
fares together and co-ordi- 
nate their schedules. 

The US is, however, 
demanding even more than 
the usual open skies agree- 
ment before it approves the 
proposed BA-American alli- 
ance. It wants London's 
Heathrow, the world’s busi- 
est international airport, to 
be open to ail competitors de 
facto and not just de jure. 
The formal right to use 
Heathrow will not be 
enough. 

The US wants its airlines 
to be given Heathrow take- 
off and landing slots, as well 
as departure gates and other 
facilities. The UK regards 
this as a difficult demand to 
meet at a severely congested 
airport 

The UK is demanding in 
return that the US open its 
domestic market While US 
airlines are free to compete 
in this market foreign carri- 
ers are not The US is reluc- 
tant to concede on this 
point saying it cannot grant 
a concession not given in the 
25 other agreements. 

Washington's indication, 
however, that It is prepared 
to strike a different deal 
with Japan will not pass 
unnoticed in London. 

KLM seeks Japan ties. 

Page 23 

BA-AA drop Iberia plan. 
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Nissan to 
make new 
models 
in Spain 

By NBchlyo Nafcamoto 
In Tokyo 

Nissan is to produce two 
new recreational vehicles at 
its plant in Spain, in an 
attempt to raise tbe profit- 
ability of its European 

operations. 

The Japanese carmaker 
will produce the vehicles 
using tire same platform as 

the new car to be produced 
at its UK plant from 2000. 
The new models have been 
developed specifically for 
the European market. 

Nissan said the decision 
was made to strengthen the 
appeal of its product line-up 
as the recreational vehicle 
(RV) market is expected to 
grow considerably. The two 
new RV models will c o mpe te 
with models such as the 
Renault Scenic and the Ford 
Galaxy respectively. 

Although Nissan does not 
reveal results for its local 
subsidiaries, it has said that 
its overall European 
operations lost Y40bn 
($33Sm) last year. The' com- 
pany expects to break even 
this year. 

Although stm some years 
away, tbe addition of two 
new models will help raise 
capacity utilisation and 
increase volumes. 

Nissan’s decision to use a 
common platform for three 
of Its European models 
increases the potential for 
cost redactions at a com- 
pany which has lagged 
behind some of its Japanese 
competitors on this 
front. 

The increase in E uropean 
production by Nissan comes 
as Japanese carmakers are 
expanding their share of the 
western European market, 
according to the latest 
report of the Economist 
Intelligence Unit 

As Japanese carmakers 
increase production in 
Europe from 753,000 in 1998 
to 1.06m in 2000, their share 
of the market is expected to 
rise from 11.1 per cent in 
1996 to 12.2 per cent 
in 2000, according to the 
report 


Airborne = arc Control 

5 u b rr> a n n e R >'■:> p i : I s ! c n 
£ ! ect rc r? ics 5 n X -e g '<• t i o r. 

Airspace Management 
Precision Sensors 
Aircraft Integra Si on 
Missile Launch Systems 
Aerostrocrures 
image Recognition Systems 
A i r t c- r n e Co y n t e r r'- c a • u re s 
Surveillance Radars 

Combat Radars 

U n rna n neti Sy s to : ns 
\Vc- £ pc n s ! nt-.v gi at i o n 
I nforma Li or ■ Technology 

Rada; jamming Systems 
intessited Logistics Sup-pore 

The right technologies. Right now. 

AT-te-Crcund Su rve:;?s r.cc 
Mme Detection Systems 
•r :vct rof-'-c '&3 rfa rc 

Steal! h Technology 

Infra red Countermeasures 


O-.-r my/g- 


NORTHROP GRUMMAN 














10 


FINANCIAL. TIMES TUESDAY SEPTEMBER 9 1997 


NEWS: UK 


Minister pledges fight against decision allowing claims for millions of pounds in compensation 

Spain’s court victory on fish is challenged 


By Alison Maitland in London 

The government is appealing 
against a ruling by tbe 
High Court in London that Spanish 
fishermen are entitled to claim 
millions or pounds in compensa- 
tion because they were barred from 
using UK fishing quotas in the 
1980s. 

It plans next week to seek per- 
mission from Spain to carry out 
spot checks on Spanish vessels 
fishing in UK waters but landing 
the catch at Spanish ports. 

It is also considering a further 
crackdown on illegal fishing by UK 
vessels through the outlawing of 


purchases or so-called black fish - 
those caught in excess or quotas - 
by processors. 

Elliot Morley. fisheries minister, 
said yesterday the government 
would argue in court that the pre- 
vious administration bad followed 
proper advice and acted reasonably 
in excluding “quota hoppers" - 
Spanish and Dutch-owned vessels 
that register in the UK to gain 
access to its national quotas. 

“We're determined to fight tins." 
Mr Morley said or last month's 
High Court ruling, which infuri- 
ated British fishermen. He said 
that the judge had decided that 
quota-hoppers had no case for 


punitive damages. Mr Morley said 
that, even if the appeal failed, the 
quota-hoppers would have to prove 
their financial loss. 

“We're still some years away 
from paying out any money, and I 
don't believe reports that it could 
be as much as £50m he 

said. 

Mr Morley will next week visit 
Spain for a European Union meet- 
ing of North Sea and Mediterra- 
nean fishing states to discuss the 
conservation of fish stocks. 

The meeting takes place in the 
port of Viga. home of many vessels 
that fish UK waters. 

Mr Morley is relishing the Irony 


of hosting a reception in Viga on 
board HMS Guernsey, a UK fish- 
eries protection vessel which is 
paying a “courtesy" visit 

He said there was a dang er that 
quota-hopping vessels were not 
properly policed. He will seek 
Spanish backing for UK spot 
checks in their ports. 

“We need to strengthen co-opera- 
tion between our enforcement 
agencies,” he said. 

The UK government will present 
proposals to the European Commis- 
sion “within weeks" on measures 
to force quota-hoppers to share the 
economic benefits of their catches 
with the UK. 


Mr Morley acknowledged that 
Spain strongly opposed the new 
measures and could challenge 
them in court But he urged all 
member states, including Spain, to 
“get to grips with transgressions”. 
He said: “We can't tolerate illegal 
landings of undersized fish and the 
like.” 

He said the government was 
examining the “anomaly” that pro- 
cessors in the UK could legally buy 
black fish. 

“These fish are landed at night 
into the back of a lorry in a small 
port, and they go straight to the 
processor. The deal is often struck 
beforehand,” he added. 


MPs say 
Heathrow 
should be 
renamed 
‘Diana’ 


By John Gapper, Clay Harris 
and David Wighton 

William Hague, leader of the 
opposition Conservative 
party, yesterday supported 
calls for London's Heathrow 
airport to be renamed as a 
memorial for Diana. Princess 
of Wales. Tbe decision rests 
with BAA. the privatised 
operator of Britain's biggest 
airports, which said yester- 
day: "There hasn’t been an 
opportunity to discuss this." 

Lindsay Hoyle, the back- 
bench Labour MP who urged 
BAA to consider the change, 
said: “This would be an ideal 
way to keep Diana's name 
constantly in people's minds 
the world over." 

In addition to New York’s 
John F Kennedy airport, 
renamed from Idlewild after 
his assassination in 1963. 
other airports named after 
the famous include Charles 
de Gaulle in Paris. Leonardo 
de Vinci in Rome. Jan Smuts 
in Johannesburg and John 
Wayne in Orange County. 
California. 

Meanwhile, it emerged 
yesterday that proposal from 
Buckingham Palace for the 
posthumous return of 
Diana's royal title was 
vetoed by her family. 

Earl Spencer, Diana's 
brother, told a senior royal 
aide after Saturday's funeral 
that the family would be 
firmly against such a move. 

Sir Robert Fellowes. the 
Queen's private secretary, 
put the idea to Lord Spencer 
following press calls for the 
restoration of the title Her 
Royal Highness. The 
removal of the title following 
her divorce from the Prince 
of Wales has been a focus of 
criticism of the royal family. 

In his tribute during Sat- 
urday's funeral. Lord Spen- 
cer made a pointed reference 
to the derision saying that 
Diana “needed no royal title 
to continue to generate her 
particular brand of magic". 

But the palace said that 
the Spencer family's “very 
firm view" was that Diana 
“would not have wished for 
any change to the style and 
title by which she was 
known at the time of her 
death”. 

In his funeral tribute. Lord 
Spencer also launched a 
fierce attack on tabloid 
newspapers which are this 
week expected to agree to 
fresh curbs on intrusion, or 
publication of photographs 
by “paparazzi" photogra- 
phers. 

Lord Wake ham, chairman 
of the Press Complaints 
Commission, is meeting edi- 
tors of the tabloids this 
week. He will canvass them 
on possible changes to the 
industry's voluntary code of 
practice which could be 
agreed this week. 

Among revisions to the 
code of practice may be pro- 
visions to extend protection 
of children under the age of 
16 against being interviewed 
or photographed on school 
premises. Prince William 
will pass that age next year. 

Editorial Comment, page 17 



Children in Glasgow greeted Tony Blair and his wife Cherie with Scottish flags yesterday 


Blair urges Scots to 
shed devolution fears 


By James Buxton 
in Edinburgh 

Tony Blair, the prime 
minister, yesterday appealed 
to Scots to abandon then- 
fears about the proposed 
Scottish parliament and 
trust themselves to make it 
a success. 

In a day of campaigning 
in Glasgow and Edinburgh 
ahead of Thursday’s referen- 
dum on whether Scotland 
should have a parliament 
with tax raising powers, Mr 
Blair said: “It is a classic 
example of having nothing 
to be afraid of other than 
fear itself." 

He repeated the govern- 
ment's pledge that a Labour 
administration in Scotland 
would not raise the level of 


income tax in its first term 
of office. Mr Blair used the 
day to re-ignite the cam- 
paign for a double Yes vote 
in the referendum after a 
week without political activ- 
ity because of the death of 
Diana. Princess of Wales. 

Asked in a question and 
answer session at an Edin- 
burgh school about the wor- 
ries of Scottish business 
executives about the parlia- 
ment’s power to increase 
taxes, he said: “The idea 
that this is a power with 
which the Scottish people 
cannot he trusted I just find 
wrong, absurd even." 

People will vote on Thurs- 
day on two questions: 
whether a Scottish parlia- 
ment should be set up and 
whether It should have tax 


“varying" powers. Opinion 
polls suggest a three to one 
majority on the first ques- 
tion but a narrower margin 
for a Yes on the second 
question. 

The Think Twice cam- 
paign for a double No vote 
said it believed a majority 
will vote No on the second 
question, which' would 
“jeopardise the whole 
crumbling scheme", accord- 
ing to Lord Fraser uf Car- 
myliie. the director. 

He said Mr Blair had con- 
ceded defeat on the question 
of tax powers by giving np 
any tax rise for the first five 
years of the parliament. It 
was an admission that 
people in Scotland would 
vote No on the second ques- 
tion, Lord Fraser said. 


Archbishop to 
back unions’ 
status demand 


By Robert Taylor, 
Employment Editor 

Demands by workers for the 
right to have their trade 
unions recognised by their 
employers are expectced to 
be endorsed today by Tony 
Blair, the prime minister, 
and George Carey, Hie Arch- 
bishop of Canterbury, who is 
head of the Protestant 
Church of England. Both 
men are to speak at the 
annual conference of the 
Trades Union Congress. 

The archbishop is expected 
to tell delegates that employ- 
ers should accept their work- 
ers can have their wages and 
benefits negotiated by a 
union if they wish. He is 
likely to criticise companies 
that resist the demand. 

Reservations can be expec- 
ted from within the Church 
of England and elsewhere 
for this unprecedented 
endorsement of trade union- 
ism by the archbishop. 

Mr Blair can expect an 
enthusiastic response from 
delegates when he spells out 
his commitment to the "fair- 
ness at work” agenda they 
want This includes a firm 
acceptance of a legal right to 
union recognition. Details 
will be contained in the gov- 
ernment’s promised paper on 
employment rights due next 
year with legislation by 1999. 

Yesterday John Monks, 
the TUC’s general secretary, 
sought to associate his “new 
unionism” with its commit- 
ment to partnership by sug- 
gesting that the legacy of 
Diana, Princess of Wales 
would be "the flowering of a 
new compassion” that would 
bring people together. 

Mr Monks indicated he did 
not share the prime minis- 
ter’s enthusiasm for a flexi- 
ble UK labour market which 
was lightly regulated. While 
the trade unions accepted 


Protection for 
workers urged 

The government was 
yesterday challenged to 
grant workers protection 
against unfair dismissal 
from the day they are hired 
- a move already ruled out 
by ministers, Andrew Bolger 
and Robert Taylor write. The 
ran name in a speech from 
John Edmonds, general sec- 
retary of the CHUB general 
union, who was applauded 
when he said “day one” 
rights had been promised by 
John Smith, Tony Blair’s 
predecessor as leader of the 
governing Labour party. 
The Conservative govern- 
ment, ousted in May, 
increased the qnalifytng 
period far employees from 
six months to two years. 


“modem organisations need 
to be flexible to do well In an 
increasingly competitive 
world, hire and fire was not 
flexibility”, he said. 

The prime minister “will 
have in mind - because 
some employers keep foiling 
him - that more employ- 
ment law might mean less 
employment; that there is a 
choice between better pro-' 
faction for those in work and 
the right of those who have 
never had the chance to 
work", said Mr Monks. 

In a quiet first day, most 
speakers were not keen to 
criticise the TUC’s new part- 
nership approach or the gov- 
ernment. A hostile motion 
from the National Union of 
Mine workers calling for the 
repeal of all anti-union laws 
passed by the Conservatives 
since the start of the first 
Thatcher government in 1979 
was not even discussed. 


BZW may bid for airport concession 


By Chans Grosser "m London 

BZW, tbe investment 
banking arm of Barclays, 
has expressed an Interest in 
bidding for a concession to 
run London Luton Airport, 
to the north of the capital. 
The first round in the pro- 
cess started yesterday, the 
closing day for “indications 
of interest" from the private 
sector. Other bidders are 
believed to include TB1. a 
UK property group;NationaI 
Express, the privatised bus 


and rail company, and possi- 
bly International Airports 
Group. BZW is believed to be 
bidding as part of a consor- 
tium. 

However, some bidders 
expressed concern yesterday 
at the way the process was 
being managed. The air- 
port's owners. Lutoo Bor- 
ough Council, the local 
municipal authority, want a 
commercial partner to invest 
£170m (S277m» in a new ter- 
minal building and extra air- 
craft parking. 


Its chosen partner would 
win a concession to operate 
the airport. But bidders have 
complained that they have 
not been told bow long the 
concession will last or 
whether the investment 
needs to be paid up-front or 
phased over a period of 
years. “We need to know 
whether we are dealing with 
a short-term concession 
which would be more like a 
management contract of a 
concession of over 50 years," 
said one. 


Another expressed frustra- 
tion that his company had 
only realised the concession 
was being put up for auction 
after reading about it in the 
Official Journal of the Euro- 
pean Commission. 

The airport, which will be 
used by nearly 3m passen- 
gers this year and has seen 
its fortunes revived by the 
success of low-cost carrier 
Easy Jet, cannot currently 
raise funds through debt 
because of local government 
rules. This was the Conser- 


vatives’ policy and it has not 
been changed by tbe Labour 
administration. 

The borough council said 
it wanted tbe bidders to 
come up with their own pro- 
posals on finance and show 
“entrepreneurial spirit”. 

It also reiterated, however, 
that btds from airlines would 
not be accepted. Stellas Haji- 
Ioannou, who runs Easy Jet, 
has said be would consider 
legal action if his airline 
were excluded from a short- 
list of possible operators. 


Blockade truckers win first French cash 


By Charles Batchelor, 
Transport Correspondent 

Two British road haulage 
companies which had trucks 
trapped in November’s 10- 
day motorway blockade by 
French hauliers have 
received compensation pay- 
ments. UK haulage organisa- 
tions hope this will set a pre- 
cedent for other claimants. 

The two companies have 
received payments from tbe 


same French prefecture. Le 
Mans in the Sartbe region. 
Both have outstanding 
claims to other prefectures 
which have yet to act. 

More than 1.000 hauliers 
were caught in the block- 
ades. Many doubted they 
would receive compensation 
after experiencing previous 
French disputes. 

“It appears some cracks 
are finally starting to appear 
in the wall of bureaucracy 


erected by the French 
authorities.” the Road Haul- 
age Association said. “These 
payments undermine French 
government claims that the 
formulae for compensation 
agreed in December contain 
technicalities which breach 
French law. There is now no 
earthly reason why all our 
members should not immedi- 
ately receive the compensa- 
tion they deserve." 

The Freight Transport 


Association said the pay- 
ments set a precedent ahead 
of meetings planned for later 
this month between UK and 
French officials to agree a 
clearer set of rules for com- 
pensation. 

TD W illiams (Rry namman l 
of Llanelli in south Wales 
said it had received £350, its 
full claim in Le Mans, but it 
had claims outstanding in 
other prefectures amounting 
to £7,500. “It is better than 


nothing but after a year we 
are not hopeful of getting 
the rest." said Mr G wynne 
Jenkins, financial manager. 

S&J European Haulage of 
Melton Mowbray in central 
England said it had received 
its claim of “under £1,000“ in 
Le Mans but had claims 
totalling £6,500 in France. 

The RHA said that its 
members still had more than 
700 claims for a total of 
£747,000 outstanding. 


UK NEWS DIGEST 


Growth figures 
revised upwards 

UK manufacturing is showing signs of stronger growth 
than previously thought after revisions to industrial out- 
put statistics were announced by the Office for National 
Statistics yesterday. Analysts said the new rate of annual 
growth in manufacturing was double most expectations. 
The ONS raised its trend growth figure for manufacturing 
to 2 per cent and for industrial output to 2J5 per cent. Tbe 
previous trend figure had been. 1 per cent. 

The revisions came as the ONS reported that UK indus- 
trial production grew at a seasonally adjusted rate of 0.6 
per cant in July, taking the animal increase to 23 per 
cent. Manufacturing output increased 0.4 per cent 
In thp same month, bringing the annual increase to L6 
per cent The ONS said data received last month caused it 
to revise upwards its figures. ' Richard Adams 

(m SCIENCE CONFERENCE 

Pollution ‘worse’ out of town 

Ozone pollution can be 
worse in rural than in 
urban locations, the British 
conference was 
The open- 

day of the annual scien- 
tists’ gathering was told 
that when air quality is 
poor during anticy clonic 
conditions in tbe summer, 
levels of ground-level ozone 
- the most irritating ingre- 
dient of the pollutant cock- 
tail - are consistently 
about twice as high outside 
urban centres. Mike Pill- 
ing, head of chemistry at 
Leeds Un i ver si ty in the 
north of England, said this 
paradoxical result could be 
explained by analysing the 
complex rfopmir-a! Reactions Pairing place in a summertime 
smog - a noxious mixture of ozone, nitrates and micro- 
scopic particles. The smog is generated through reactions 



In sunlight between organic compounds and ni trogen 
oxides, the mam source of which is vehicle mrhan«dL In 
cities, a secondary reaction takes place between ozone 
and nitric oxide which removes ozone from the air. 

• Funding for research in Britain’s universities is 
“creaking at the seams". Sir Richard Sykes, chiaf execu- 
tive of Glaxo Wellcome, one of the UK’s biggest science- 
based companies, said yesterday at the conference. Sir 
Richard said Britain had to get its research infrastructure 
“back up to in ternati onally competitive standards" to 
maintain its strong scientific base. Margaret Beckett, 
chief industry minister , earlier said the government 
attached “great importance to supporting arvl strengthen- 
ing” Britain's scientific base. ■ CKveCooksan 

■ A1RUNE DISPUTE 


Hopes rise as BA talks resume 

A two-day negotiating session will start today between 
British Airways and representatives of cabin crew who 
staged a three-day strike which disrupted many interna- 
tional flights in July. Tbe resumption of direct discus- 
sions, following concern last week that they had readied 
an impasse, increased hopes that both sides can reach a 
deaL The Transport and General Weskers’ Union has 
tabled -propCBadx to trim costs by tiie £42m : <$68inj which 
BA said was necessary. -_ Andrew Bolger 

■ HOLOCAUST ALLEGATIONS ‘ : 


Inquiry launched after TV. probe 

The government has launched an inquiry into allegations 
that holocaust victims were prevented from reclaiming 
money seized from British bank accounts after the second 
world war. The Department of Trade and Industry said it 
was investigating claims that government officials 
applied such a strict definition of pasecution that many 
genuine victims were denied compensation. According to 
a Granada Television programme screened in the UK last 
night, £30m was seized from accounts held by residents of 
enemy countries. After the war the government made ex 
gratia payments to those judged genuine victims of pe-se- 
cution. : David Wighton 
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Sales up 22% on last August 

Registrations of vans and trucks increased more than 22 
per cent last month compared with August last year to 
43.779. the Society of Motor Manufacturers and Traders 
reported. The increase came in all categories, altho ug h 
sales of light commercial vehicles, used by independent 
traders, climbed much more strongly than heavier trucks 
which are less affected by the annual rush for the August' 
prefix change oh licence plates. Total sales of mwwMwrfqi 
vehicles for the first eight months of this year increased 
by 5.4 per cent to 185.086. compared with the period 
last year. The August figures provided farther comfort for 
the emb a t tled heavy truck sector, where sales have fallen 
sharply this year. Registrations in August rose by L8 De- 
cent, year on year. HaigSmux&m 
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Sterling’s decline against D-Mark fails to satisfy exporters 

r | the pound's recent decline on the tu. pnrrpnt pvrhan crp White the movement has been too But surveys from tbe Confederation 40 per cent went to mainland Europe, it says that the decline is at least 


T he pound's recent decline on the 
foreign exchange markets has 
brought some relief to Britain's 
hard-pressed exporters. But most com- 
panies say that at yesterday’s London 
closing rate of DM2A650 against the 
D-Mark, sterling still stands far too 
high for comfort 

While few companies expect to see a 
return to the rate of DM2.30 of early 
1996. many say the pound must fall 
below DM2.60 before they feel comfort- 
able. “It’s welcome. But it’s not enough 
to make a big difference." says Sandy 
Macrae, company secretary of Inver 
esk. a Scotland -based papermaker 
which won a Queen's Award for export 
this year. 


The current exchange 
rate is still too high 
for most companies, 
say Stefan Wagstyl 
and Peter Marsh 

Ian Campbell - director-general of 
the Institute of Export, a trade promo- 
tion body with 6.500 members - says 
that tbe main effect of the pound’s 
decline from a July peak of DM3.08 has 
been to dispel fears that it might have 
gone even higher - above DM3.10 or 
more. 


While the movement has been too 
recent and too small to have brought 
much practical relief to exporters, the 
psychological impact has been consid- 
erable. “There's now a glimmer of hope 
that the pound has peaked.” says Mr 
Campbell. 

The decline will have to go further 
and last much longer if It is to help 
exporters recover ground lost in the 12 
months to this summer, when sterling 
rose more than 30 per cent against the 
Deutschemark. 

The effects or that increase are still 
not reflected in the official trade fig- 
ures because it takes time for custom- 
ers drop British suppliers and seek 
alternatives. 


But surveys from the Confederation 
of British Industry, the biggest employ- 
ers' lobby, and others show extreme 
pessimism among exporters. 

The CBI says that exporters have 
been cutting prices at the fastest rate 
since 1973 to compensate for the rise in 
sterling. 

Malcolm Taylor, managing director 
of the UK division of Bridgeport, the 
US machine tool company, said; “The 
pound's weakening has not changed 
the outlook too much for us. At DM2.88 
our profits are being squeezed: at this 
level it Is still too high for us to get 
back to normal trading.” 

Mr Taylor's division bad sales of 
£62m (8101m) last year, of which about 


40 per cent went to mainland Europe. 
He said be would be far happier If the 
rate went down to around DM2.60. 

The company says turnover this year 
will be 10-15 per cent down on last 
year. 

IML the Birmingham-based engineer- 
ing company, is also unimpressed by 
tbe pound’s recent fail- Announcing its 
results for the first half of 1997 last 
week, it put the cost of the rise at £20m 
for tbe year and unveiled plans to cut 
300 of its 17,500 staff. 

British Steel, one of the UK’s biggest 
exporters, says that a short-term cur- 
rency movement has little effect 
because the company uses hedging to 
protect itself against such swings. But 


it says that the decline is at le 
towards “a sensibly-valued p 
not a wildly over-valued pa 
Brian Moffat, the chairman i 
executive, has said “anyth! 
DMZ50-DM2.60 is too high”. 

Other companies, however 
the pound’s decline has’ 
brought them perceptible 
Andrew Robb, finance dir 
Ptikington, the glassmaker 
pound’s rise had forced the co 
cut UK prices earlier in - 
in response to competitk 

. imports.. . 

“The pressure for more 
come off and maybe prices ca 
stable,” he says. 
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Highlights at the Emo machine tool show, which opens tomorrow, will Include revolutionary hexapods and giant lathes 


Light on their feet 


A fter years of debate and 
discussion, designs, 
redesigns and false 
starts, the hexapod race 
has finally got under way. 
Strange six-legged machines will 
be among the highlights of the 
Emo machine tool show in Han- 
over, which begins tomorrow. 

The hexapod is a revolutionary 
design which hardly resembles a 
traditional machine tool. The cut- 
ting spindle is manipulated by 
six legs, or struts, which extend 
or retract under computer con- 
trol according to the sbape to be 
machined. 

This geometry alone gives a 
hexapod its characteristic stiff- 
ness. accuracy and speed, says 
Phil Webb, lecturer in manufac- 
turing technology at Nottingham 
University, where the first hexa- 
pod in Europe - the Variax Hexa- 
center from Wisconsin-based Gid- 
dings & Lewis - is installed. 

Unlike conventional orthogonal 
machine tools, hexapods do not 
need to be built out of heavy iron 
castings and located on massive 
foundations to withstand the 
forces involved in cutting metal. 
The hexapod has no cantilever 
members to vibrate, and its 
struts are either in tension or 
compression, which makes for 
high rigidity. Moving parts can, 
therefore, be lightweight. 


The combination of rigidity 
and low mass means high cutting 
speeds can be achieved as well as 
fast acceleration and decelera- 
tion. Illinois-based Ingersoll Mill- 
ing c laims that the hexapod It is 
exhibiting can machine at feed 
rates up to five times fester than 
a conventional five-axis mantling 

But the hexapod's geometry 
provides yet more advantages: 
both accuracy and dexterity. On 
a conventional machine tool, the 
errors on the different position* 
mg movements are cumulative, 
whereas on the hexapod they 
average out. so the structure is 
intrinsically accurate. 

Hexapods have been in devel- 
opment for more than 10 years, 
but only now have machine 
builders achieved success. The 
main problem was computing 
power, says Mr Webb. 

The speed of calculation neces- 
sary for moving the legs and con- 
stantly repositioning the spindle, 
requires the equivalent of several 
fast PCs working together. “Only 
now Is that computer power 
available at a sufficiently afford- 
able price to achieve a viable 
machine ." Mr Webb says. 

Tire complexities are kept hid- 
den from the user. “You program 
a hexapod as if it were a 
conventional CNC milling 
centre. The operator inter- 


face is just the same." 

As well as Giddings & Lewis 
and Ingersoll Milling . Geodetic, 
based at Burgess Hill in the UK, 
and New Hampshire-based Hexel 
have started selling hexapods. 
Japan's Toyoda says it is introdu- 
cing one next year. 

Subtle variations in the design 
differentiate the machines. In the 
Ingersoll machin e, for example, 
the hexapod structure is posi- 
tioned inside a larger octahedral 
frame which is claimed to give 
even greater stiffness. 

In the G&L machine, extra 
stiffness is achieved by arranging 
the six struts as three sets of two 
crossed legs. Additional accuracy 
is claimed as a result of equip- 
ping each leg with a laser feed- 
back device, developed in collabo- 
ration with Renisbaw, the UK 
producer of measuring probes for 
machine tools, which compen- 
sates for thermal variations. 

Hexel has produced the most 
hexapods, having delivered four 
of its Tornado 2000 machines, one 
to the Massachusetts Institute of 
Technology, two to the Sandia 
defence laboratories In Livermore 
and Albuquerque and a fourth to 
Lockheed Martin, the US defence 
contractor. 

Hexel's customers, like other 
hexapod pioneers, are still experi- 
menting with the technology. 



According to Mr Webb, "the 
hexapod is a very expensive piece 
of unproven technology". He 
finds it difficult to predict when 
such machines will enter into 
commercial application. 

Michael Di Nola, Hexel's chair- 
man. is more optimistic. He 
believes the hexapod market is 
taking off, and that a market of 
$4bn-$5bn (£2.4bn-£3bn) will be 
attained within the next 10 years. 

“The machine tool industry has 
delivered almost nothing new 
during the last 10 years, 1 " be says. 
“Manufacturers consider that 
hexapods represent a step change 
compared to the technology 
available today.” 

Mr Di Nola estimates that the 
price of the Hexel Tornado 3000, 
which stands at about $750,000, 
will fall by more than half within 
6-12 months. That is partly 
because volumes will rise and 
partly because the company Is 
planning to start manufacturing 
in the UK, enabling it to better 
serve the European market. 

The aerospace and tool and die 
industries are the ones where 
hexapods are likely to find most 
application. “They'll be good for 
mac hinin g high value, lOW- 
volume. high complexity compo- 
nents, particularly those made 
from hard materials," comments 
Mr Webb. 



OeofnetrtcaBy disposed: greater rigidity, accuracy and speed 


Ingersoll Milling has high 
hopes for its octahedral hexapod 
which, says Mike McGuire, prod- 
uct manager, could replace many 
of the three-axis milling 

ma chinas In die Shops. “In the 
longer term, octahedral hexapods 
will replace most conventional 
five-axis machines," he adds. 

Alex Slocum at MIT does not 


agree. Based on his experience 
with Hexel's machine, he says: 
"They are less likely to replace 
existing production equipment 
than create new markets for 
equipment that automates what 
were previously laboriousskUled 
procedures." 

Prof Slocum sees a role for 
hexapods in assembly operations, 


a nd forthcoming Hexel machines 
are likely to take an operations 
other t han machining. 

One 30cm -high hexapod struc- 
ture is already, being assessed by 
Hexel for an automotive assem- 
bly task. Its role is to position a 
component in five axes so that a 
dfth ofltfi welding operation can be 
carried out 

At the other end of the scale, 
Hexel engineers are developing a 
huge hexapod for removing the 
painted coating from the 
external surface of air- 
craft and another for riveting air- 
craft parts. 

Now that viable working hexa- 
pods are available commercially, 
the next barrier to overcome is 
the traditional conservatism of 
machine tool users. 

Geodetic, which has pioneered 
hexapod design in the UK, 
believes it has a solution in its 
Evolution G5QG hexapod, which is 
being launched at Emo. Although 
this is a five-axis milling 
marine, it is being offered in a 
three-axis version which can 
later be upgraded by a simple 
software modification. “This 
should alleviate the anxiety of 
taking on such new technology 
and spread the capital outlay," 
says Eric Harris, Geodetic prod- 
uct specialist 

Ann a Kochan 

The Ebno show runs from tomor- 
row to September 17. Two further 
machine-tool related articles will 
appear on Thursday. 


Size really is everything 


One of the wand's biggest machine tools, a 270-tonne huge vertical lathe for shaping parts for i 


; engfries 


“Would you like to see our little toy?" 
asks Flavio Radice, managing director 
of Pietro Camaghi, the Italian machine 
tool maker. The visitor is whisked 
away to a giant assembly area housing 
one of the world’s biggest machine 
tools, a 270-tonne monster for shaping 
parts for marine engines. 

That was earlier this summer, before 
the huge vertical lathe. 17m h ig h and 
costing about DMlOm (£3. 3m). was 
shipped from Camaghi's factory in 
northern Italy to South Korea. The 
machine is so big that it needed a con- 
voy of 20 trucks to take it in bits to the 
Pusan engine-building plant of Haifa, 
the Korean machinery company. 

The lathe can machine large casings 
some 8m in diameter and weighing up 
to 300 tonnes, equivalent to 10 heavy 
trucks. Along with another smaller 
Camaghi machine, it is due to be work- 
ing by the end of October. 

It is expected to play a big part in 


raising Haifa’s m g ine-h niifling produc- 
tivity by shaping parts as they spin on- 
a turntable at up to 46 revolutions a 
minute, using a set of 24 cutting tools 
which each weighs up to one tonne. 

Camaghi. set up in 1923 by the 
grandfather of Mr Badice's wife, is one 
of a handful of companies worldwide 
m akin g giant turning and milling 
systems that can machine large compo- 
nents such as turbine blades, engine 
components or parts of tunnelling 
machin es and radar systems. 

Competitors include Toshiba of 
Japan and Giddings & Lewis of the US, 
about to become part of .Germany's 
Thyssen. 

According to Mr Radice, the world 
requires 60-70 of these big machines a 
year, each costing DM4m or more, with 
Camaghi making about threequarters 
of them. Inside Camaghi's main plant 
in Busto Arsizio, near Milan, a special 
“teleservice" room houses a battery of 


computer terminals with which engi- 
neers linked by phone wires to Car- 
n«ghi machin es around the world can 
perform “remote diagnostics" to sort 
out technical problems. 

The 50 customers, mainly in the US 
and Asia, that use this service include 
GEC Afathom, the Anglo-French tur- 
bine builder. Germany’s Mannesmann 
and General Electric and Caterpillar of 
the US. 

With 90 per cent of its products 
exported, Camaghi fa on course for 
sales this year of DM40m, a figure Mr 
Radice believes he can double by 2000 
without any increase in his staff of 
slightly more than 100. “For our cus- 
tomers these are strategic machine 
tools," says Mr Radice who has been in 
charge at Camaghi for 24 years. “They 
can perform operations on metal that 
cannot be done in any other way." 

Peter Marsh 



BUSINESS OPPORTUNITIES 

READERS ARE RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COMMITMENTS 


Clare BeQwood 0171 873 3234 


Fax 0171 873 3064 


Melanie Miles 0171 873 4833 


tml personal 
NUMBER eoMMwte 


KNOCKERS 


Wfe don't want you to knock on doors, after all you 
shouldn't have to. Our market is growing fast 
We need you to join as an authorised dealer 
selling personal numbers. Our Cashback Launch 
packages* mean that you could receive gl[ of your 
initial investment back from us during your first 
quarter. Couple that with our dealer training and 
support programme, our new AIR MILES awards 
scheme and access to the wealth of experience 
you would expect from the market leader, you'll 
soon be on track to big profits. 

Call Ivan Mee or Kai Morrison on 07000 707070. 
*Packages available from £1000 up to £4000 plus VAT. 


TV Sponsorship Company - Equity Partner Sought 

TV sponsorship nod advertiser-funded programming comuUancy. 
with wide experience and e sta blished conactt will broadcasters, 
production com pani es and advertisers, has iccnaly signed a preferred 
supplier B gncmm t with an intem a tim a l advertising agency, 
and now seeks partner to bnfld business over next 2/3 years. 

Please write to Boa B5420. Financial Tiroes. 

One Southwark Bridge, London SEl 9HL 


LISTED SHELL COMPANY 

£2.5zo Cash Available 
Seeks Private Company with profits 
of circa £lm+ for Reverse Takeover 
Full Board control available. 

Write to Box B5096, Financial limes. 

One Southwark Bridge. London S E l 9HL 


Access Screened Investment Opportunities 


Incbuied In August Report £ Included in Sept Report £ I 

Aviation Safari Adventures $4. 8a Phannacefflical Dev Sendees l.Omv^ 
Software & Systems House 100k Compute Compoix« Supplier 50k ) - 
Car Window Antenna System 200k Lamin Tinier Proctssrag Pfeiti SUm v 
Plant Ennsrioos Mtuinxing S/W ] .On Self Serrice Coflce Concessrao 250k j , 
Video Conferencing Systems 1 OOk Contact Lens Solutions 100k *7 

CocspoKrTefcfttKny lGtegmiao 200fc Loyalty Systems 200k j . 

Preformed Road Markings 3001: Mobile Phone Cases 125k*^. 
IBM RS/6000SP Training 350k Legal Training Via haema 310kv 
Internet Services Group 2,0m TV-lmerWoridOf Medrine S27Ck | ~ 
Telephone Systems Maint 240k Global Trade Admin Systems 200k v 
SAV Training Multimedia I50k Book- Magical Tooth Fairies 1001 
Water Maintenance Craft 60k Rlra - Fantasy Movies 96k 
Air Freight Franchising 50k Photovoltaic Projects b tafia S200k 

Full details available through TRIAL SUBSCRIPTION 
Access a regular flow of screened businesses seeidag equity capital 
VCR reviews business plans & meets the entrepreneurs concerned 
y Presenting to VCR subscribers in London, 18 September 


Venture Capital Report 01865 784411 


OFFSHORE 

COMPANIES 
TRUSTS 
2ND PASSPORTS 


fuhuhatadmmt b ettnmaalarr. 

Pcpnm Zbt, Dimttt 
INTERNATIONAL COMPANY 


SERVICES (UK) LIMITED 

tandbrook House. 2 - 5 Old Bond St, 
London. W1X STB. 

TeS: +44 171 493 4244 


To Advertise Your 

Legal 

Notices 

Please corrioct 
Melanie Mites on 
Tel: +44 171 873 3349 
Fax; +44 171 8733064 


SEED CAP INVESTORS 

SOUGHT tor early stage highly 
quafified dynamic go’s mainly 
biotech, pharmaceutical & 
software. Potential to list in 2-5 
yrs. Call Catriona Riley, 
TelOT8t Z28S7B1 


LEGAL NOTICES 


ICS REINSURANCE PRIVATE 
LIMITED 

RMCA REINSURANCE 
LIMITED 

SCHEMES (ff ABANGQmrr 
(*THE SCHBCES") 

NOTICE OF DEOAttllON OF 
INTERIM IHVIDBfDS 
Nona IS HEREBY OVEN Out third iffienm 
dimdends of 10 reins in the ddto fuSl fuvf 
beei decUnd in ihe dam Schaua. 

Dnntwd cheque* m respect ot dns* dams 
which have been agreed wfl be departed in 
5chnne GelCOT thordy. 

Trail dvidtnds declared to Scheme GaSttw 
no* rod 70% 

P I SWOK and C I HUGHES 

tare itejue Unmsam 

rCS ReiBuonce PmoK Unced 

8MCA Remrance Unwed 

Dated this 3rd dw d September 1997 


W 7HS HUH OOCBT Of JCSTKZ 
QUM2KT EOVBKKf 
no 00U29 OF 199* 


GRAMPIAN HOLDINGS PLC 
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Channel Islands 

Full Offshore Incorporation 
& Adnnmstratton. 

Torsi EstabBshmerrt. 
Payroll Systems / Banking 
Fan hues 
tor Er-PathatBR 
Fra- details & appointment write: 
Cray Trust Limited, 2nd Root. 
34 David Place, St Metier. 
Jersey JE2 4TE 
Tel: 01 534 078774 
Fax: 01534 35401 
E-Mail xroytret@itl.net 


Box number B5425. 
Financial Times, 

One Southwark Bridge, 
London SEl 9HL 
Two City professionals arc 
interested in investing in 
small companies with good 
potential for sales growth 
through 

the internet 


PROJECT AND COMMERCIAL 
tutting nvatabie to UB< and 
Zjflten-jucnai efiene. 

Arylo Ansncan 
Group Pt 
Tel. Oise* 201 36S 
Far. 01934 201 377 




SAVE ON 
INTERNATIONAL 
PHONE CALLS 


• Hgtai ;%nteWng/FB»r 

Optic Lines 

■ AT3T and Other Netw o rl a 

• Uae from Horae, Office, 

Hotels. Cell Phones 
• 24 Hour Customer Sendee 
CbI now for New Low Rata! 

Teh 1 .206.284.8600 

Fax*. 1J20&270.Q009 
lines open 24 hours! 

TJ* Origin* 

kallback 


Chief Executive Sought 

for a national business operating in a new market currently 
seeking venture capital Candidates should be proven successful 
bu sines s m en who can demonsme an abiliiy to develop a 
substantial business requiring initial branding and subsequent 
roll out from a start-up situation. Equity participation anticipated. 
Write to Bos B5429. Financial Times, One Southwark Bridge, 
London SEl 9HL 


SELLING YOUR BUSINESS 

or do you just require funding for expansion? 

If so. wc may be able to help you to achieve your aims. 

For an initial asscssmentto ensure oar abilities meet your needs just 
phone us now on 017 1 404 2944 (office hours), and we will teD you 
bow we can help you. 

Phoenix 2000 Ltd 

95 Fetter Lone. London EC4A 1EP 


INVESTMENT 

OPPORTUNITY 

Prestigious North West Cafe 
Bar Business seeks equity 
investor 
(min £50k). 

Replies to: Mr P StansftekJ, 
Cowgtt HoBoway a Co., 

45-49 Charley New Road. 
Baton BL1 4QR 


NORTHERN BASED GROUP 
WANTS TO EXPAND EXISTING 
SUCCESSFUL OPERATIONS. 

- ACQUISITIONS, JV ETC. 

laterals impovtfc report 

logistics, warehousing, salad fresh 
food prcparaikn art distribution, 
product development and panel 
manufacture. Strong B sheets. 
Eueijjotfc management seeks 
new ideas. 

Write to Box B5422, 
F humci al Times, One Som th w aik 
Bridge, London SEl 9BL 


£12 million sought as seed and development money. 
This investment will boy you a front seat in a new 
Internet based venture with huge prospects. 
Principals only - please leave your 
contact details with 

lan Nunn, of Nunn Brown and Dales - Tel: 01753 888211 


Transit Gas Pipeline System EuRoPol GAZ s.a. invites 
Companies interested in the performance of a turn-key 
operation of river crossings of: Warta, Notec Zachodnia, 
Noted Wschodnia, Wisla and Skrwa and a double 
crossing of the Narew river in the Polish section of the 
DN 1400 Yamal-Western European gas pipeline to 
participate in prequalification followed by negotiations. 

Interested Companies are asked to collect 
questionnaires in the head office of EuRoPol GAZ s.a, 
04-028 Warsaw, Aleja Standw Zjednoczonych 61, room 
307, 3rd Floor, tel/fax: (48 22) 810-41-49. 

The completed questionnaires should be submitted 
together with the required enclosures within two weeks 
from the date this announcement is issued. 

Participation in the offer procedure is open only to 
Companies which have experience in the performance of 
such work, which are in a good financial situation and 
have their tax and social security obligations settled. 

Companies selected as a result of prequalification will be 
invited for negotiations conducted according to the rule 
of competitiveness. 

This announcement is not an offer in the understanding 

or Article 66 of the Polish Civil Code. 



APPOINTMENTS 


RUSSIAN OPERATIONAL 
SUPPORT 

A major international investment company has a position for a 
Russian speaking settlements clerk who. in addition lo usual support 
functions, will be involved in preparation of purchase and sole 
agreements in Russian, translation of Russian documents into English 
and acting as inicipreter to facilitate customer lioison. Incumbent 
must be folly familiar wiih the intricacies of Russian settlements and 
able to write and speak fluently in Russian. Salary circa £35,000. 
Applicants with minimum two years' settlements experience should 
write, in strictest confidence, enclosing foil curriculum vitae to Box 
A5223. Financial Times. One Southwark Bridge, London SEl 9HL 


1 -The Federative Repubfctrf Brad ha* racehred a loan Ann Ow tatemritonal 
tor Raaxwtrocflan and Development - IBRD (World Bank) h various 
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Wi km wfl bo mads uvuSaUe to pertfcjpeBne ten cover cfeD* paymartt 
un der Co ntract liar Purdaring or PVC AMD IRON CAST PKS AND 
RUBBER RJNGS. OR ALTERNATIVE MATERIAL, TO THE WATER SUPPLY 
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BUSINESSES FOR SALE 


Fax 0171 8733064 


Melanie Miles 0171 873 4833 
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Compnny involved in the "in house” converting 
and the wholesale distribution of a wide range - . 
of reprographic and plotting papers & films /?'■] 





OlkJEEjThhiTl 


Wt s r Alini.wns 


awpouL Qua Home 
KBGVIBBIDJHB t 14 
' 10 single rod Ziwm rooms. 

■ Majority of accomroodttiaa 
ground Oocc. 

• Long eaablisbed witf, high 
reputation. . 
POSJHCmSHOUl 
BmitsbmOlPu KifS8ffT723U 

01214561222 


Gl.OI. ». I - 1 I KStliRl 


UUMHC DP HLla J i jW Mmor 
SX6B7EHDIOK13 
- 9 single and 1 [win. 

« Manager ran, 

* Town centre location. 
-Retircnicni sale. 

Owns IN THE uejott or 

C9MN monu 

artwjcjjto tffivmm 

01179744566 


Covntv Dirham 



UaDEMULBOUS 

RwamMDjpt44 


withpwpcMc built cxmskxu. 

* 34 single and 5 double bedrooms. 

* Situated a mature giuumh within 
village centra. 

* Income for year tad 31.7.96 
£331607. 

£JKJM mxaou> 

JfvcaBkOgia Kef6VFT?6t9 

01912221740 


; * U jtegte room. 2 doable rooms, 
ocs upin oy. 

• Dttndksd hag&w avsUfe by 

■opanae ocgodttioo. ' 

OSWmaw 

MootkaaerQgla itfSVFTISSH 

0161 833 3311 


Nctswc Scare 
SBCUiuuraadS - 
■ Qua&y prints atnog bone 
with 31 tbi|k and 7 twin a was 
Majority ca mile. 

• Good caix private rerideoa. 
•Idaahma. 

• Average fee £350. La* 3 yon 
ooragnqrappTOimately 94%. 

£ MW jbW wnou 
UnimOffia bfUFUSK 

01712270700 


GlU.M I K M \\t HlMiR il 


gtawwim . Cure Home 
SBS uviDfn 17 

• Good Intone occapucy. 
■3 bedroom ovtscr 1 ! 

■rronamodaticiL 

• Town centre location. 
£CTMM razEZEtD 
UmHugtrCffice X*f 500*77872 

01618333311 


I.Akt DlMRlt 


Maia Bom Bom. A KBureum; 

Wu mmnw 

■ 12 eo tale bedroom hoed 
ganrfntg oo man hiH in 
approximately 23 aerosol 
landscaped gardens. 

■ Having wtrivadkd views to ibe 
lakes and amuureliu g Mb. 

- Wcfl enabfiafaed hotel wht 
beautiful icstanrenL 

-T/O year end 306.96 £604,222 
exeVAT. 

SmsxuniAL carets wvtud remoui 

UmckoitrOjpe* RffSUFT45S4S 

0161 833 33U 


BOX NUMBER B5377 
Finnnci.nl Times. One Southwark Bridge, 1 

LONDON SE1 9HL V 


IATA BUSINESS 
TRAVEL AGENCY 

Corporation with large travel spend 
(£500k+) and ability to provide industry 
guarantees required for 
licensed business travel agency. 

No replies from travel agents or third parties please. 

Write to: Box B541 2, 

Financial Times, 

One Southwark Bridge, 

London SE1 9HL 


Offices at: London • Birmingham ■ Bristol • Edinburgh 

Exeter ■ Glasgow • Ipswich • Leeos • Manchester 
Milton Keynes ■ Newcastle ■ Nottingham • Winchester 


MODERN ROMANIAN 
PRINTING HOUSE 


Potential for a home market of 
23 Mil. people. Valuable site. 

Tax concession. 
Foreign investment Incentives. 
Outright sale. 


Contact Fax 0040 1 2103874 


CES 


Southern England - 
- Translations^ 

TiansOlfDn of texts trom Germs, Ootcfi 
and Spanish to EngBri. SmaB group of 
export BngaWa with wide experience of 
work with Mue-cMp compute. A personal 
asms, not an agency. Modem. emwL 
.dfitkeha. lax. courier. bn lor quanuon. 
Phone (0044) (0)1273 477 781 
Fbjc (0044) (0)1273 487454 
0-malL - slatiTan80cornpuserw.com 


IS YOUR COMPANY 
UNDERGOING 
STRATEGIC CHANGE? 


To achieve change, yoo 
need quality training with 
good transport links. ■ 


YOU NEED US 
CALL 0161-200 4076 


THE MANCHESTHl CONFERENCE CENTRE. 

wgr-. •• \A 

SAWwuESTfat; |\/l 

MMCHESTERMBDTQO p-Zr^ 

E-m* raccOonfeUiLok Q 

WttwvnuPorePOA.de 


UNIQUE 
OPPORTUNITY 
TO ACQUIRE 

Highly successful, established 
service company allied to 
dothing/footwear industry. 
Blue chip client base of leading | 
retafers/M-O. and tmporters. 
ExceUent trading performance 
and prafitabfity. Contlmied 
growth. Of spedal interest 1 
. to quoted PL(X ' ' 

n i hK i pa l B orCJE-O. only pH*—. 

. . Write Box B54P2, 
Financial Times, 

One Southwark Bridge, 
London SE19HL 


Southern Based 
Privately Owned 
Business For Sale 

. Qualify En vironm entally 
friendly product for commercial 


AUDIO VISUAL 
GROUP 

LooffMtab&ibed 

Uudoo breed 
' Aodso Visooi Companies 
br oala, due M retinmem. 

AV systems. 

IxutaQf&oit and MgiflkKttDCA. 

AVftmnfiriflU 
ffiro and Staging. 

• EotaMiohedoTO-2SyOT 

• TO £1 Jim 

• BIuo Chip CZiott Bare 

• MaintauaneaCcnDwcU 

• Innowtfvo Tted m o l Do Bynana 

Principals oofr. 

P loaso rnaUrt AA8 tor 
flu l l wrhtwaWloB 
tkh 0181 OOT 8394 


PUBLISHING 

COMPANY 

Small but very profitable company 
highly reapected trade title. 
Turn over currently under £lm. 
Fnahtigbed ]7 years ready to be 
developed as leader in iu field. 
F w ' foilto fafonMtioo please write a> 
. ttiaesi coaJtdenx to Box B5430, 


RECRUITMENT 

AGENCIES 

specialising in 

ACCOUNTANCY, 
SECRETARIAL & IT 

Group turnover £f .5m. 
Excellent client base. 
Two fully equipped offices. 
20 staff 

Contact: 
Steven Neal 
0171566 3756 


vehicle rtfrigeratroo. Turnover u iFmacuHal Tones. Qae Southwark Bridge, 


LOCATION: 
LOCATION. LOCATION 


75 Canon Qtnrt, London BC4 
120 Old Broad Street, London EC2 

or 

OneCanada Square, 
Canary Wharf, London E14 
; Regus link -petsonaftsod 
telephone answering, fex aid 
. awratartN sendees. 

Fidy tuTitehed, staffed and 
equipped offices for rant by the 
day; week, month or yeac 
AbuetneBsaekfcBeutetha 
most preadgfous location*. 
Tat (0171)656 7000 


Your office in 
New York or London 
■ . from$l a day. 

Tei/Fax/Mail & more. 
For more jnfomation 
contact: . 

. Tef^ 21 2 972 9617 • 
Fax: 21 2 972 9637 
Internet Email: 

• mfo@nyafficej»m_ 
or htlp^/wwvv;nyoffic8.com 


BUSINESSES 

WANTED 


rr TRAINING company 

Sucaesfid esrididied rrqFsiEms 

Bxvicm PUC supplyn^wscwra 

wjdsefiwamK’odaisive Wue ctep 
^ems in HbaneidMaritris. seeks 
to aequne IT trakiiiig company. 


in excess of £3O0k per annum. 
. owners looking to focus on-. 


core business. 


Utefy ajroorerflin »£Sm. 
Write (K B5434, 
FfamndalTbK*- 

. o« Southwark Bridge, 

LubAmSSI ®L 


Eoquirie* in wridugra Bo* B5428. 
Fmandri Tlmss. One Soutfrank 
BridSe, Loudon SEI 9HL 


UNIQUE OPPORTUNITY 
TO ACQUIRE 
Excftjstverk^s to Europe and USA 
of a prown frash produce packaflloa 
^SOnuEnonwaspotuiSii. . 

For further deb*: 

■ Itefc 0121 236 0064 
Fax: 0121 238 W 


LONDON BASED 
TRAINING COMPANY 

with TEC contract* valued at 
£7tKfc for sale. 

Write to Box B5419, Financial 
ttoa, One Southwark Bridge, 

‘ London SEI WL 


LIQUIDATIONS AMO 
RECEIVERSHIPS 
Ev^ywert, every company that to 
gone Wo SquriaUon or recawwsttp, 
wtBji they dd and who thoiquidgtar 
or receiver Is. 

taoiB2BBOes»orF«xD16526BO067 
Far further datrib. I 


Loodoo SET 9HL 


MANUFACTURING 
BUSINESS FOR SALE 

Due to reUremant W» purify 
feathera & down and manufacture 
pSows, duvets & upholstery 


Fan Sale 

South Yorkshire Based 
Training Company 

Training includes road 
transport related services. 
MuffiskiJIed instructors. 
Turnover £500,000.00 p 

Reply to Box B54S1. 

Financial Times, 

One Southwark Bridge, 
London SEI 9HL 


Small bit unique 
HiGiHfc Cutting Company 

FOR SALE 

West Midlands area. 

Tax losses. 
Substantial potential. 
Nomina] offers required. 
Write to: Box A5435, 
Financial Tkncs. 

One Southwark Bridge, 
Loudon SE19HL 


(eathera & down and manufacture | Mergers 

pSows. duvots & tphdstefy 9 & Acquisitions 

cushions. 

- Corporate Finance 

Situated In modem purpose buflt 

factory with state of tho an Tel: 01242 237661 

machinery. Fax 01242 5842 63 

Write box B5416, Financial Times, httpV/www.bariewoods^o.uk 


One Southwaik Bridge. 
London SEI 9HL 



( The Na. 1 independeft fistbie of 

' medun a loft companies for sate 
in the UK (T/D Huh-), Mew sections 
L Jst major acquistk3ns and ad UR j 
\ receiwships.Fofstijdetafls/ 


Profitable Sack 
Filling Machine 
Manufacturer 

Weil established 
business with 
good potential. 

Write Box B5385, 
Financial Times, 

One Southwark Bridge, 

. London SEI 9HL 


BUSINESSES 
FOR SALE 


Appears In the 
Financial Times oh 
Tuesdays, Fridays 
and Saturdays. 


For further In f ormation 
or to advertise In this 
section 

please contact 


Melanie Miles 
+44 0171 873 3349 


FOR SALE IN ITALY 

PAPERBOARD MILL 

Producing 150 tons/daily of 
white lined duplex board. 
Substance 300*550 Grs/Sqm. 
Send Fax to: +39 583 582698 


mama 



Plastic injection moulding 
business for sale 

The Joint Adninistralors offer for sate the business and 
assets of GTS (Fabrications) Limited, a company based 
ar Hendy. near Uanelli, South Wales. 

The company is engaged in the manufacture of audio 
cassette cartridges and cases. 

Principal features include: 

■ Blue chip customers 

■ Strong order book, currently entering busiest time 
of year 

■ Historically profitable 

■ Trained workforce of 1 40 people 

■ Approx 80,000 sq ft leasehold premises just off 
r*W motorway 

■ Estimated turnover of E8 million per annum. 

For further information contact the joint 
administrator Barry Jones, KPMG, 

Marlborough House, Fitzalan Court, 

Frtzalan Road. Cardiff CF2 1TE. 

Tel: 01222 468031. Fax: 01222 468202. 

KPMG Corporate Recovery 

KF*y> r; aulhortv'C by v»a Institute o< Owicred /vxouraanti m cnefand 
Wd'a te i3vry on In-.-canmn* Eusmecc 


BUSINESS SERVICES 


Are you looking for US markets? 

Do you want US customers? 
vk We deliver them now. 

Camden Partners International, Inc. 
— Liese Tambunino or Ben Home 
W US Phone: 847/304-1414 Fax: 847/30+1514 
UK Phone: 0171 5447390 Fax: 0171 5447330 


CONTRACTS & TENDERS 


Republic of Botswana - Tender No. TB 9/3/146/96-97 

NEW POLICE TRAINING COLLEGE AT OTSE NOTICE OF 
PRE-QUALIFICATION OF CONTRACTORS 

1.0 THE GOVERNMENT of the Republic of Botswana is planning to build a new Police Training 
College of Otse, 50 kilometres south of Gaborone of the Gaborone- Lobatse Road. 

2.0 The Government of the Republic of Botswana invites interested contractors (see para 5.0 hereafter) 
to submit information for pre-qualification in connection with the above mentioned New Police 
Training College at Otse. 

3.0 The construction work for the project will be awarded by international competitive tendering 
according to the regulations of the Central Tender Board of the Republic of Botswana. 

4.0 The project basically include the following: 


Administration Block 
180 room Recruits Hostel 
202 room In-service hostel 
Cafeteria Block 

12 classroom Recruits classroom block 

10 classroom In-service classroom block 
Laboratories 

Library 

Auditorium and Simulations rooms 
Service Yard comprising! 

- Maintenance/general stores and offices 

- Petrol Station and Vehicle Shelter 

- Fire Station - Laundry Building 
Guard house 

Community Centre comprising: 
-Canteen with post office 

- Clinic 

- Gymnasium/Multi-purpose hall 
Officers Mess 

Outdoor sport facilities consisting of: 

- 2 No. Tennis courts 

- INo. Basketball court 

- Softball diamond 

- Volleyball pitches 

- Football stadium and athletics track 

- Training Pitch 

- Olympic size pool and diving pool 

11 No. High Cost houses 

31 No. Medium Cost houses 
30. No. Low cost houses 
2 No. Two bedroom flats 
1 No. Executive flat 
Day car centre 


2324m* 

7152m* 

5909m* 

2675m* 

1345m* 

987m* 

1388m* 

1593m* 


446m* 

762m 2 

200m* 

108m* 

274m* 

802m* 

2245m* 

1060m* 


Outdoor training facilities comprising: 
Civil defence training area 
Obstacle course 
Firing range 

Driving course with skid pad 
Parade ground 

Gas training area 

Infrastructure to the complex including: 

- kerbed roadways 

- stormwater drainage, 

-car parking 

- sewerage reticulation 

- sewerage treatment works, 

- water supply reticulation 

- 800 m< R.C. ground storage tank, 

- firefighting reticulation 

- fire fighting booster pump-set 

- Lv. electricity supply reticulation 

- street lighting 

- diesel-fired boiler to hot water system 


8960m, 

19300m* 

8600m 

7400m 

8900m 

16500m 


196m* 

162m* 

220m* 


Tenderers requesting for pre-qualification documents should be registered with Government of 
Botswana, Central Tender Board in Building Grade “E* (unlimited category). Firms abroad 
requesting pre-qualification documents should also be registered In unlimited Building Category in 
an organisation similar to Central Tender Board in their home country. Proof of registration to be 
attached with their application. 

Pre-qualification documents may be obtained without cost from the Director of Architecture and 
Building Services, Private Bag 0025, Gaborone, Botswana, or alternatively at web site; 

www. info.bwHtcs 

Only fully completed documents will be considered, which should be enclosed In a plain sealed 
envelope or package endorsed “TB9/3/1 46/96-97 Prequalification: Construction of New Police 
Training College at Otse" and returned to the Secretary, Central Tender Board, Private Bag 0058, 
Gaborone, Botswana (or by hand to the Secretary at room 306, Ministry of Finance Building, 
Gaborone) to arrive not later than 10.00 hours on 17th Sep. 1997. 

Kindly Note: 

electronic submissions wiff not be considered. 

All contractors participating in the pre-qualification will be informed of the results of the pre- 
qualification. Documents submitted in connection with the pre-qualification will be treated as 
confidential. Documents will not be returned. 

The particulars of the proposed works given herein above in para 4.0 are provisional and for 
guidance only shall be considered as advance information to assist prospective tenderers in 
deciding whether to apply for pre-qualification or not. The accuracy of the particulars is not 
guaranteed. This pre-qualification notice shall not form part of the contract which may subsequently 
be entered into be the Government 

Tender documents will only be issued to prospective tenderers who have been pre-quaiified. 

The language of the tender and contract documents will be in English, and the contractor’s senior 
supervising staff shall speak, read and write the English language fluently. 

Site visits and investigations made by interested contractors shall be made without costs or 
obligations to the Government 

Notwithstanding anything contained in the foregoing, the Government of Botswana is not bound to 
accept the lowest or any tender nor to incur any expense in the preparation thereof including pre- 
qualification exercise. 

In issuing this notice the Government of Botswana does not bind itself to call for tenders. 

K.K.SEMELAMELA, 

Secretary, Central Tender Board 
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r INTERNATIONAL PEOPLE 


The Financial Times plans to publish a Survey on 


on Monday, November 3 


For further Information, please contact; 
Lindsay Sheppard 

Tel: +44 171 373 3225 Fax: +44 171 875 3204 
or Paid Maravtgfia 

Tel: +33 1 53 76 82 51 Fax: +33 1 53 76 32 53 
or your usual Financial Times representative 


FT Surveys 


Blattner to 
head SBA 

NTiklaus Blattner, 54. a Basle 
economics professor, Is taking on 
one of the toughest jobs in Swiss 
banking. As the next general secre- 
tary of the Swiss Bankers Associa- 
tion, trade body for Switzerland's 
more than 400 banks, he will be 
responsible for refurbishing the 
tarnished image of one of the most 
important parts of the Swiss econ- 
omy. 

The SBA has been criticised 
heavily for Its ineffectual handling 
of Its search for dormant bank 
accounts of holocaust victims 
which has precipitated the launch 
of several multi-billion dollar law 
suits in the US and led to threat- 
ened boycotts of Swiss banks' US 
operations. 

Jean-Pa ul Chapins, 62, who has 
run the Swiss Bankers Association 
for the last 16 years, is taking early 
retirement at the end of 1997 His 
deputy. Heinrich Schneider, 62. 
also plans to leave within the year. 

In the past the job has proved to 
be a stepping stone to success. 
Markus Lusser. Chapuis's prede- 
cessor. went on become governor 
of the Swiss National Bank. 


The last few bosses of the SBA 
have all been lawyers. Blattner, by 
contrast, is a professional econo- 
mist. Ho started his career at Ciba- 
Getey ami worked as a research 
fellow at Manchester University in 
the UK before joining the Swiss 
government's economic service. In 
1980 he was appointed professor of 
economics at Basle University 
where he still spends a fifth of his 
time He has been the SBA's chief 
economic adviser for the last ten 
years. 

Bl.itiner takes up his post at the 
start of and his appointment 
means that the two top people at 
the SBA - the other is Georg 
Krayer. the part-time president and 
head of Bank Sarasro - both come 
from Basle and are German speak- 
ers. In the past the SBA has tended 
to have one nf the two posts occu- 
pied by a representative from 
French-speaking Switzerland In 
order to balance the power of Ger- 
man->peuking Switzerland. 

William Hull. ’Zurich 

Adtranz recruits 
Morton as adviser 

Sir Alastair Morton, the driving 
force behind Eurotunnel, the cross- 


English Channel rail operator, 
until last October, has become stra- 
tegic adviser to Adtranz, the inter- 
national railway rolling stock 
group. ' 

Morton, who stepped down last 
year as Eurotunnel co-chairman, 
plans to devote one third of his 
time advising Adtr&nz's group 
executive board, headed by chief 
executive Kaare Vagner. He. is 
expected to announce two other 
senior advisory roles in the near 
lUture. . 

Adtranz, based In Berlin, was 
created In January 1996 from a 
merger between the rolling stock 
activities of the Swiss-Swedish 
ABB group and the rail business of 
Daimler-Benz and *warip profits of 
Ecu 120m on turnover of Ecu 3J2bn 
last year. 

It has strengthened its activities 
through a series of purchases of 
smaller companies, the most recent 
being the Swiss rail company 
Schindler Waggon. In the UK it has 
won three of the six rolling stock 
orders placed over the last 12 
months. 

Adtranz said Morton was expec- 
ted to advise in areas such as the 
financial structuring of deals. 
These Increasingly involve turnkey 
projects where the financing and 


long-term maintenance are pro- 
vided by the manufacturer. At 
Eurotunnel be was responsible for 
successive rounds of financing 1 
aimed at keeping the project on 
course. 

Adtranz is one. of. the big three 
international rolling stock xnanu- 
facturers alongside the 
Anglo-French GEC Aisthom and 
Siemens of Germany. All three 
groups are gearing up to bid to 
supply tilting trains for Virgin 
Rail's main west coast rail fran- 
chise, one of the largest rail orders 
ever placed in the UK. 

Charles Batchelor, London 

Britons to steer 
at Group Lotus 

Group Lotus, the British sports car 
and engineering concern bought by 
Malaysia's DRB-H1COM industrial 
group late last year. Is to be 
steered into the future mainly by 
two Britons - one of them 
appointed from outside the car 
industry. 

Chris Knight a senior engineer- 
ing executive from the oil sector - 

most of his career has been spent 
with Royal Dutch Shell - becomes 
chief executive. Taking over the 


car sales and marketing wheel 
-however, is a thoroughly 
well-known UK motor trade figure, 
former BMW (Great Britain) mag. 
aging director Paul LayzelL 

Their appointments were 
ann ounced by Mohamed Zainal, 
who has been Lotus' de facto chair- 
man and chief executive since both 
the takeover and subsequent death 
in a helicopter crash of Tan Sri 
Yahaya Ahmad. DRB-HICOM's late 
chairman and main shareholder 
who was one of Malaysia's best- 
known entrepreneurs. 

DRB-HICOM controls Malaysia’s 
"national" car group. Proton, it 
and Yahaya personally took a com- 
bined 80 per cent stake in Lotus, 
seeing in the UK company the 
opportunity both to acquire a pres- 
tigious car brand and the engineer- 
ing expertise Proton needs to real- 
ise Its own expansionary ambitions 
as a volume car maker. 

Yahaya intended to oversee 
Lotus closely himself, but his death 
left Zainal alone at the Lotas 
wheel. 

Once Knight and Layzell are set- 
tled into their seats. Zainal win 
concentrate on financial matters, 
in particular the funding of Lotus's 
expansion programme. 

John Griffiths, London 


ON THE MOVE 


■ Peter Hoed maker. 34, has 
been appointed managing 
director of KAEFER 
1SOLIERTECHNIK. a 
manufacturer of industrial 
insulation teclmology. 

■ Thurston Iske. 37. has 
been appointed managing 
director of BASF 
OESTERREICH GES of 
Vienna. He succeeds 
Guenter Riehle, 59. who has 
retired after heading the 
Austrian subsidiary of the 
German chemical giant 
BASF since 1993. Iske has 
worked for BASF for ten 
years. 

■ Joerg Tilmes is the new 
managing director of KIA 
MOTORS DEUTSCHLAND 
of New Wulmstorf. He 
manages the overall 
business together with the 
Korean president Chui Sung 
Chun. Prior to his new 
appointment. Tilmes was 
marketing director for Fiat 
in Hamburg. 

■ WOOL WORTH has named 
Reid Johnson senior 
vice-president and chief 
financial officer. Johnson 
will take the position left 
vacant in April when 
Andrew Hines, a 
corporate-turnaround 
specialist, resigned to pursue 
personal interests. Johnson 


was previously executive 

vlcu-praslclent and chief 
financial officer of 
Music! and. a Minneapolis 
retail music store chain. 

■ CATHAY PACIFIC 
AIRWAYS bus appointed 
Zhang Xiar.hr: . 
vice-president and riirecior 
of CHINA NATIONAL 
AVIATION. He- is also an 
executive director of China 
National A*, inuo.i iHwnsr 
Kongt. Xianlin’s 
appointment follows the 
retirement ni Van SJuoxinn. 
who stepped down from the 
board of directors. 

■ President Fidel Ramos has 
appointed forsnei 
undersecreuiry Neptali 
Franco of the Energy 
Department the new chief 
executive of the ENERGY 
REGULATORY BOARD. 
Franco replaced Hex 
Tantiago who retired. 

■ WAH KWONG SHIPPING 
HOLDINGS has appointed 
Frank Sze-Bang Chao as 
chairman. George 
Sze-Kwonv Chao as deputy 
chairman and managing 
director. 

■ Carl-Mattiiias vr.n d«r 
Recke. o2. 1ms been 
appointed chairman of 
DEUTSCHE BANK TRUST . 
He was previously a board 
member at Bank Julius 
Baer. 


■ Donald Vangel has joined 
ERNST & YOUNG'S Risk 
Management and Regulatory 
Practice Group as a a 
partner. He joins from the 
Federal Reserve Bank of 
New York. 

■ ING BARINGS has 
appointed Lambertus "Bert” 
Denkers general manager of 
its Venezuela office, based in 
Caracas. Denkers has been 
with the firm since 1992. 

■ Paul Hoenmans, executive 
vice-president, MOBIL 
CORPORATION and a 
director of the company, 
retired on September 1 after 
43 years of service. 

■ Alan Gibson, 42. bas 
joined ICL, the IT systems 
and services company, as 
managing director of its 
enterprises division which 
operates across western and 
central Europe, the Middle 
East and Africa. Gibson 
joins from Groupe Bull, the 
recently privatised French 
IT company, where he was 
on its executive 
management foam 

■ CHASE MANHATTAN 
BANK has announced that 
Mark Beard has joined its 
global payment and treasury 
services in London as a 
vice-president and treasury 
consultant He joins from 
Ford where he redesigned 
Ford's European cash 


forecasting system and the 
restructured Its local 
European treasury 
operations. 

■ Paul Phillips, president of 
ROYAL DOULTON Canada 
will succeed Ron Jones as 
president of Royal Doulton 
USA. He will be responsible 
for both North American 
operations. Royal Doulton 
USA will continue to have 
its headquarters in New 
Jersey where Paul Phillips 
will be based. Royal Doulton 
Canada will continue to be 
based in Ontario. 

■ Following the acquisition 
of Asia Equity earlier this 
year, PARIBAS, the 
international investment 
bank, has appointed Patrick 
Legiand head of Asian sector 
research based in Hong 
Kong. He has been with 
Paribas for three years as 
head of Paris research, and 
is succeeded by Jean-Micbel 
Belanger, as acting head of 
Paris research. 

■ TEQUILA WORLDWIDE, 
the international network of 
fully integrated agencies, 
has made two senior 
international appointments 
to strengthen its European 
and Asian operations. Juan 
Daniel Sever becomes 
manag in g director of Tequila 
Spain. He was formerly 
general manager at Me Cann 


Direct In Singapore Rose 
Tay is to become chief 
executive at Tequila Asia 
Pacific. Previously she was 
pliant services director at 
EURO RSCG. 

■ Paddy Kell has been 
appointed to the board of DE 
BEERS CONSOLIDATED 
MINES. He is currently 
group finan ce manager of De 
Beers and has overall 
responsibility for the 
finances of both De Beers 
Consolidated Mines and De 
Beers Centenary. 

■ Tony Larkin, senior 
vice-president finance and 
investor relations of 
FOSTER'S BREWING 
GROUP will be leaving the 
company on September 8 
and returning to BHP. He 
has been on secondment 
from BHP since April 1993 
and has been chief financial 
officer during that time. 

■ GLOBAL ASSET 
MANAGEMENT has 
recruited Kevin Colglazier. 
Based in GAM’s Singapore 
office, he will be responsible . 
for manag in g Asian bond 
funds. Prior to his 
appointment, Colglazier was 
chief investment officer for 
Asia, Europe and the Middle 
East at Chase M anha ttan 
Private Bank in Hong Kong 
and Geneva, where he 
specialised in managing 


fixed income portfolios for 
Asian private clients and 
institutions. 

■ AHLSTROM 
CORPORATION has invited 
Juha Rantanen. 45, currently 
chief executive of Borealis 
Group, to become the future 
chief executive of the 
company. He joins Ahlstrom 
as executive vice-president 
on November l, and assumes 
the responsibilities of the 
chief executive in the winter 
of 1998. 

■ BOREALIS has appointed 
Svein Rennemo as chief 
executive and chairman of 
the executive board of the 
Borealis Group as of 
November I. He replaces 
Juha Rantanen. who is 
moving to Ahlstrom. 
Rennemo is currently chief 
financial officer and vice 
chairman of the executive 
board, a position he has held 
since the formation of 
Borealis 3 years ago. 
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+44 171 873 3926, marked ; 
for International People. >* . 
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BUSINESSES FOR SALE 


Clare BeDwood 0171 873 3234 


Fax 0171873 3064 


Melanie Miles 0171 873 4833 
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(In Administrative Receivership 

The Joint Administrate e Receivers, I Brown ahd 4 M Martin, ofler 
for sale the business and assets of R Curry Limited operating from 
Stockton and Bristol. 

■ Electrical Gintractnns. 

■ Design manufacture and installation of cuntrol panels and 
computer systems fnr manufacturing plants. 

■ Freehold Head Office in Stockton , and long Ii-OM-huld primist* 
in Bristol. 

■ Turnover of L+ million with on-going contracts and order ln> ik. 

I 

■ Technical skilled workforce ufoO stall. j 

For further information please contact lan Brown, Bill Paxton nr Greg j 
Whitehead at Dclnittc & TnuiJu*. 34 +0 Grey Street. Newvaitle up.-n ! 
Tvnc NEI 6AE. Tel. 01**! >1 41 II, Fax. 01^1 202 5401. I 


Humberts Leisure 


Central & inner 
London pubs 

Free of de, freehold & leasehold 
Water Rats, Kings Cross, WC1 
Public house and venue noth ,i PEL 
Liberties, Camden High Street, NW1 

A high profile bar in a very busy Inruilon 

Windy Tuesdays, Camden, NW1 

Quality cafe bar. trading un two levels 

Frog & Nightgown, Old Kent Road, SE1 

Highly visible unn with PEL until Zam 

Swift & Stump, Butlers Wharf, SEI 

Stall . ic com muda oon and separate ‘Managing Dircciors" Hal 
Dolly R»sets, Kentish Tbwn Road, NWS 
Very busy area adjacent McDonald's 
Brakes pea rc, Brockley, SE4 
Very large public house and siir. 
dosed and requiring dpcp-adui,; 

For details of the above contact sole selling agents 

Tfcl: 0171-629 6700 Fax: 0171-409 0475 


HOTELS * GOLF • LEISURE 


EffAnKrf.Vhmur Cta the Ikrucrcw of T FrfcJ jod W S Mjrtuv Joint 
Aa mni w a t-t Hr arm of BnJlidJ H.W LibbitL 

BRADFIELD HOUSE, DEVON 

J Important tirtdr L li-frd mansion Q Tool floor MXa ] .7^*7 TO 
wuh extensive outhuUdmiB in t lyjtU fr I 

approx- ’1.X ha fSl.U Km) 3 Suiuble for j isith nt „w 

U Go*c w Junction 2X M5 and -nhfctl m pbitninc pro™™ 

Cullompcon 

FREEHOLD FOR SALE 

Ref PKAG 


COMPANY 
FOR SALE 

Hign quality, 
profitable printing 
cymp.mv for sale. 


0\vn.?r v.ishcx i,» retire, 
-tic pru.c. 

only ii-w ici: 

Mr Neil (iii!;na. 
B!*aw LSnvd. 

No 1 Pemoerioii Row. 

Londun EC4A 3HV 




West Midlands 

Freehold 

18 hole golf course 

Offers in the region of 
£600,000 invited 



STRELLA GROUP LTD 

(In Administrative Receivership) 

The jont administrative receivers of StreUa 
Group Limited, Richard Rees and Rob Hunt, 
offer for sate the business and assets of this 
diversified business. The business operates • 
from a 70,000 sq ft freehold premises in 
. Atfreton Road, Nottingham and comprises 
three independent divisions: 

Elastic Division 

• Producer of high quality crochet and woven 
elastic 

• Annual turnover of £l.lm 

• Blue chip customer base with strong order 
book 

• ISO 9002 accreditation 

Growing Technology Division 

• Manufacture and supply of branded crop 
protection products 

• Annual turnover of £1.5m 

• Rapidly expanding UK and overseas 
customer base 

Fashion Fabrics Division 

• Importer/exporter of speciality lace and 
embroidery fabrics 

• Annual turnover of £2m 

• Worldwide network of agents and suppliers 
Interested parties should contact 

Richard Rees or Mfce Prangley 
Price Waterhouse 
Victoria House, 76 Milton Street 
Nottingham NGl 3QY. 

Tel: 0U5 947 3000. Fax: 0115 947 5225. 

Price JWiterhause • 

Ths ddmtaaneftt has been sarouvd by Price Waterhouse, 
a Iwm authorised by the Institute of Chartered Accountants n 
England and Wales to carry on mveitmem busmess. 


EDWARD SYMMONS 

• PARTNERS 

F**r 0117 927 200b 


Tel: 0117 927 3454 


I MO ORE STEPHENS BOqgf^FTE 


BEDFORD 

SPECIALIST PRINTED PACKAGING M.NVl'TAOIREK 

• Turnover c £2«tRH.!.Uu‘J pe 

• Extensive modem leasehold premises 

• Established customer base 

BUSINESS AND ASSETS FOR 5 ALE 
Please telephone: 

Deborah King at Moore Stephens Booth '.Strife, 
1 Snow HUl, London EC1A ZEN 
for further information ert 
0171 334 0334 


LEWIS & PEAT, BIER LTD 

Aviation Specialists in former Soviet Union. 

* Atrponn. ATC cones. rivil/oiiliDr> orpaii-arioiis. 

* Bwwew^ow mnwW infeiiiiil Infraawjcture. 

4* Russian language. 

* CcranumJ & control «yw«nv compacr bonfoarr & ofi-are, CORimuniulkircs. 
Project rmanL-ins, 

♦ Supported by dr resources of the holding company. 

♦ Consultant, to GEC -Marconi Radar & Defence Sy-jcm. Lid. 

79 KnighLsb ridge, London SWIX 7RB 
Td: +44 171-2354)099 Fax; +44 171 623 3351 


FOR SALE 

Midlands Based Flooring Company 

A change in the strategic development plans of its 
parent has resulted in the proposed divestment of 
the above. Established for over 30 years, principal 
features include: 

• Projected turnover of £750k 

• Profitable 

• Varied customer base including major pic's and 
Local Authorities 

• Freehold premises including storage area with 
adjoining offices and yard 

Replies to Box B5427, Financial Times, 

One Southwark Bridge, London SEI 9HL 


INTERNATIONAL DESIGN COMPANY 

A well established international design company 
specialising in the origination and development of 
exhibition stands graphic communications and new 
media is offered for sale. 

The company which is very profitable has a turnover in 
excess of E3 million. 

Interested parties please reply to 
Box B5424, financial Times, 

One Southwark Bridge, London SEI 9HL 


EmiUN.'i.uj.L nijjin'ffi l 

. , f^ 0 ' T1 P/' IT / that manufactures a non-proprietory iv.-inac.v 

.eL.ed, building product, (he Company's principal market places 
are me home improvement and refurbishment sectors 


* J**® 8 WW £700.000. 



Busi [JESSES For Sale f 


__ . GIFT LOCKSMITHS/SECURITY 

MAINTTACTURENG A SALES Central Scotland, tsabtuhed [976 
UK. Ea * 78 . Eta £771 k 54 L 9 K CP T/o U 94 k, CP, £I 35 fc+ NP. 
CWi+k NP, retail 55!4 a trade 43 %, major UK uvparate clumr bua. 
rcltffnint scope lo expand. exceptional reptuauon, mana ge d 

. Oi» rat- 01 AIL QurnC 01 AJJ 


0171 2 B 1 1 270 


Advertising/Promotional 
Products Manufacturer 

Well established Mid lands- based company for sale, including 
freehold property. Turnover exceeds £2 million and company l»sa 
healthy order book with blue chip cuMomen. 

Wrili! In Box B5-l.it>. Finank.-ial Times. One Southwark Bridpr. London SEI 9HL 
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r I 1 be S4th Venice 

■ Film Festival 

_ 1. ; summed up all 

• I - : . tbs* is good a ad 

nMm. bad about these 
events as they stagger 
towards the •mille nnium . ' 
Seen in one light, movie fes- 
tivals concentrate the mind 
wondrotLsly, helping . to 
define the waves and convul- 
sions in world chuww ; Seen 

in another, they are isola- 
tionist rituals that cannot 
accommodate real life or real 
responses to it. 

. In Venice the death of a 
princess, which stunned the 
rest 'Of . the.- world, became a 
mildly concussed conversa- 
tion-tiller amid the shop 
talk. In self-aware wintnents 
we felt like character in an 
Agatha Christie novel, 
obsessed with their poky 
little mystery - in this case 
“whollgetit" (the main 
.prize) rather than “who- 
dunit" - while world crises 
or apocalypses rage outside. 

The new festival director 
Felice Laudadio did much to 
pull the event together and 
lend it meaning. He fog ged 
memos, made ad hoc 
speeches, Innovated side- 
shows - inniiwUng a flatter- 
ing. “British Renaissance" 

. programme - and was se«»n 
eating at public restaurants. 


(This, believe me, is amaz- 
ing.) A prinape of the 
people, he even allowed a 
minute's silence , to honour a' 
foreign bereavement 

In a festival where almost 
anything could have won the 
Golden-Lion, the paw fell on 
Japan's Hana-Bi. Takeshi 
Kitano's tale of an ageing 
policeman, played by him- 
self; who robs a bank to buy 
his dying wife' a last vaca- 
tion - and who ends up 
looking down the barrel of a 
voluntary double death - is 
a bizarre meld of violence, 
comedy and transcendental- 
ism. 'Most festivalgqers 
believed it would not have 
won a stronger competition, 
but it bad one or two pas- 
sionate supp o rters. 

A favourite for the Golden 
Lion, before people actually 
saw it, was Chinese Box. A 
great subject and great cre- 
dentials flattered to dismay. 
What ever did Jeremy Irons 
think be was doing, or 
co-star Gong Li, director 
Wayne Wang and story cre- 
ators Paul Theroux and 
Jean -Claude Carriere (of 
BeUe De Jour)? The last days 
of British-ruled Hong Kong 
are dramatised as if by some- 
one who has been hit over 
the head after seeing Hiro- 
shima Mon Amour. 


An amnesiac grasp of that 
film’s subtle rhyme between 
private passion and political 
passion-play is made worse 
by indifferent acting and 
cloddish metaphor. With all 
the crepuscular portentous- 
ness already clinging to the 
events of June 30. 1997, did 
the fibs really need to give 
Irons’s reporter hero a termi- 
nal disease, a rare - that is, 
HoUywoodishly symbolic - 
form of leukaemia? 


W e also nego- 
tiated such 
experiences 
as - Amer- 
ica’s Cop 
Land, In which Sylvester 
Stallone bids for movie 
rebirth by playing a fat, deaf 
New Jersey sheriff, Britain's 
Twenty Four Seven, in which 
Bob Hoskins plays a fat, 
dead (eventually) boxer, and, 
sad to say, almost anything 
from wMriniflTiH Europe, with 
the exception of Italy’s Ovo- 
sodo. 

This justly won the run- 
ner-up Grand Jury Prize. A 
comedy set in the work- 
ing-class suburbs of Livorno 
sounds as promising as a 
comedy about blue-collar life 
in Lowestoft. But director 
Paolo Virzi has a keen sense 
of the ridiculous, especially 


in collision with the sublime. 
The student hero drops 
names like confetti - Flaub- 
ert, Dante, Schopenhauer - 
and gads about between 
home and Rome, seeking 
love, sex and meaning, a 
Grand Meaukies style friend- 
ship with an older school- 
mate Is one rich strand. 
Others involve a manic-de- 
pressive schoolteacher and a 
family whose eloquent 
eccentricity out-Felllnis Fel- 
lini. 

Britain just about survived 
the exam of Its nine-film 
sideshow, a season that 
ended with two humdingers: 
Jez Butterw orth's Mojo and 
Iain Softley’s The Wings Of 
The Dove. Butterw orth's film 
of his Royal Court stage hit 
is visceral and genuinely 
filmic. He has an instinct for 
colour and movement, from 
surreally-painted street- 
fronts to fugal camerawork 
mixing taut stillnesses with 
sudden flamboyance. And he 
coaxes fine performances 
from Aiden Gillen, Ewen 
Bremner and, as a cameo 
gangster, Harold Pinter. 

Softley’s Henry James 
adaptation is as good as it 
should be from the produc- 
tion house of Merchant 
Ivory. Wings is a late James 
novel, witb all that that 


means to a bumble reader 
groping through the penetra- 
lia of prose. The book must 
be hacked to mincemeat to 
fit inside 108 minutes. But 
this is quality mince, with 
Helena Bonham-Carter's fla- 
voursome Kate Cray compel, 
ing for top marks with 
Sandy Powell's costumes, 
which are outstanding even 
by this ex-Jarman upholster- 
er’s standard. 

The leftover cravats and 
crinolines would have served 
nicely for Wilde, although 
the demand for costumes in 
several scenes is nil. We see 
Lord Alfred prance naked 
through his boudoir. We see 
Him exercise the love that 
dare not speak its name with 
a rent boy, while Oscar 
watches from the comfort of 
a hotel chair. (We have come 
a long way from the Peter 
Fincb movie.) 

And then we settle in for a 
sensitive telling of the old. 
old tale from director Brian 
Gilbert and writer Julian 
Mitchell. Stephen Fry was 
bom to play Oscar, though I 
feel he might have been 
slapped a little by the mid- 
wife-director to get his circu- 
lation going. He is fastidious 
and sensitive but a touch 
underprojected. Around him 
cavort Jude Law’s splendid 



Scene from Takeshi Kitano's Golden Lion winner, ‘Hana-BP 


Basie, Tom Wilkinson’s all- 
but-snorting Lord 
Queensberry and Vanessa 
Redgrave's dashingly mad 
Lady Wilde. 

In the competition there 
were high hopes for Zhang 
Yimou’s Keep Cool and Jim 
McBride’s The Informant, 
two “politically sensitive” 
movies from opposite hemi- 
spheres. McBride, who made 
the underrated Breathless 
and The Big Easy, steps into 
Ireland to tell of an IRA 
supergrass (Anthony Bro- 

phy) pulled every which way 
by the Brits (Cary Eiwes), 
the Ulster police (Timothy 
Dalton) and his own side. 


For an hoar the film is sap- 
pie, b rnnane and absorbing. 
Then it stumbles, as if into a 
minefield, into melodrama 
and movie-made contriv- 
ance. 

Zhang’s first attempt at 
broad satire is. we hope, his 
last. What we expected, from 
a movie that riled Chinese 
authorities enough for them 
to withdraw it last May from 
Cannes, was a provocative 
peepshcrw into modern Pek- 
ing. what we get is two yup- 
pies quarrelling over a 
smash ed computer and other 
belli, in a plot resem- 
bling a Matthau-Lemmon 
vehicle remade for a tiger 


economy. Everything is 
loud, frantic, unfunny, and 
shot like an MTV promo. 

Even an under-par compe- 
tition, though, was not 
enough to condemn Venice 
*97. Now that Laudadio has 
smoothed the wrinkles out 
of his takeover, the Lido 
remains the best place in the 
world to see movies. While 
this year’s films could proba- 
bly never have competed 
with the real-life tragic myth 
being written a thousand 
miles away, they showed 
that nations can still get 
together to compare ideas 
and imaginations in a beau- 
tiful setting. 


T he longer our view 
back to the art of 
the revolutionary 
period of early Mod- 
ernism in the first quarter of 
this century, the more clear 
it fa that.it was far from 
being merely the creature of 
post-impressionism and set 
only in Paris. German 
Expressionism, for example, 
centred first upon Die 
Brucke, The Bridge Group, 
in Dresden (1905) and then 
Berlin, and later Der Blaue 
Reiter Group in Munich 
(1911), has a real claim to 
being seen as at least the 
equal in importance of Cub- 
ism "or Surrealism, in the 
influence it has continued to 
work throughout the cen- 
tury. ■ 

Whatever we might think 
of the state of art today, it is 
in that living Expressionist 
tradition, manifest since 1945 
in work as various as that of 
Pollock, Bacon, Auerbach, 
Kiefer, Baselitz or Clemente, 
that we still find a co unter , 
intuitive and painterly still 
in its expression, to the psy- 
cho-narratives of late Surre- 
alism, the austerities of Min- 
imalism or the facile 
theorisings of the Coaceptu- 
alists. 

But what is, or was. 
Expressionism, German or 
whatever? There is no clear 
answer, but only a confec- 
tion of qualities. These are a 
trust fn inttrition and imme- 
diacy of statement, an accep- 
tance of the" physicality of 
paint as it lies on the sun 
face, and a belief in the 
potency of the mark as it is 
made, and its essential truth 
as an embodiment of feeling. 
Antecedents and cross-ref- 


A look back at 
Modernism 

William Packer on the importance of 
German Expressionism 


erences are to be found, of 
course, for no movement is 
eves- entirely innocent of the 
spirit of the age. Hoe we 
hark beck naturally to Gau- 
guin and Van Gogh, and 
across to the Fauves and the 
Secession in Vienna. But 
these German Expressionists 
of the tom of the century 
were more than technical 
innovators and experiment- 
ers. Their work was fraught 
with meaning, too, and 
high-minded meaning at 
that: romantic, revolution- 
ary, moralistic, philosophi- 
cal, socialistic. “The yearn- 
ing for the indivisible 
Being”, said Franz Marc of 
Der Blaue Reiter , “is the fun- 
damental tendency of all 
art.” 


T hey looked hack as 
much to Symbolism 
as to post-impres- 
sionism. They 
dreamt of Utopia, yearned 
for the pure and simple life 
of the woods, looked to tribal 
and native art. took to natur- 
ism, free love, and all-night 
parties hack at the studio: 
And if they also picked up 
something of the Futurists’ 
and Vorti cists' fascination 
with the modern, mechani- 
cal age, it was not quite with 
the same enthusiasm for the 
new world order and the 
purging qualities of destruc- 
tion. It was a more apocalyp- 
tic vision and a kind of 
resigned despair. 

Here at the Palazzo Grass! 
is a well-chosen and concen- 
trated display. It takes us 
from about 1910 into the 
nud-19205 and, under its sub- 
title of Art and Society , 
makes all these points. We 


see. for example, the shat- 
tered worlds of Marc and 
Meidner anticipating by 1913 
the wartim e tTnag re of (frosz 
and Dix, not to say the 
actual devastation so soon to 
come; or again, in Kirchner’s 
picture of pre-war cafe soci- 
ety. detect just a hint of 
incipient social corruption 
well In advance of the bitter 
satires upon post-war deca- 
dence of Grosz and Beck- 
mann. 

But in the end, for all the 
high -min dedn ess, the politi- 
cal commitment, the satire, 
irony and despair, none of it 
would do were it not for the 
essential quality of the work 
itself, la this respect this is a 
difficult show, for especially 
in Die Brucke work of such 
as Kirchner. Heck el. Muller 
or Pechstein, the viewer 
must get past the conscious 
perfunctariness, that princi- 
pled immediacy in the state- 
ment of the Hung ** that may 
so easily be read as mere 
technical inadequacy. 

But it Is worth the effort, 
quite as much for the emo- 
tional force of Meidner or 
the essential delicacy of 
Pechstein that emerges, as 
for the familiar landscape 
improvisations, close to 
abstraction, of Kandinsky. 
We all have our prejudices, 
and while I have always 
admired Grosz and Beck- 
mann - both of t h em power- 
ful presences hare, especially 
in their prints - I have 
always had doubts and diffi- 
culties with Kirchner and 
his friends. 

Here Kirchner is made the 
centre and pivot of the show, 
with the main room to him- 
self and only two fine 



Theatre / Alastair Macaulay 

A bash at the 


T he National Theatre 
production of 
Arnold Wesker’s 
1962 play Chips with 
Everything is simply splen- 
did; and yet oh! bow the old 
play's bones creak. It is 
depressing to see now how 
much work by Britain's gen- 
eration of so-called Angry 
Young Men really did noth- 
ing but force-feed a height- 
ened degree of protest or sat- 
ire into the traditional 
Well-Made Play. 

Chips with Everything is 
about nine young men who 
do National Service. Its 
points about the social mix 
of military life and the 
infrangibility of English 
class distinctions, about the 
spirit-crushing nature of mil- 
itary discipline and the resil- 
ience of the human spirit: all 
this is frightfully stirring. 

But very slowly stirring 
and cannily formulaic. It 
applies comedy, melodrama, 
and sentimentality in the 
right places to prod us into 
the right reactions. Else- 
where, it applies racism and 
really drastic anti-Semitism 
because, of course, there is 
only one way for ns to react 
to such things. 

It seems slightly less fresh 
than the E ating and “Carry 
On” films it now resembles; 
and greatly less fresh than 
the satire of military talk in 
Beyond the Fringe. The 
men’s song on Christmas 
Eve that turns into a 
stamping protest chant, the 
mutiny that is defused as 
our reluctant officer sud- 
denly takes command of the 
situation: how artificial 
these are. 

The large cast here is uni- 
formly (sorry) excellent As 
the protesting young toff 
Thompson, Rupert Penry- 


military 


Two Women with Washbasin’, 1913, by Ernst Ludwig Kirchner 


bronzes by Otto Lehmbruck 
for company. And 1 now 
have to say, quite right too. 
For Kirchner stands here as 
a great artist and a fine 
painter, with a lightness of 
touch on the surface and a 
subtlety in the drawing that 
quite belie the crude simplic- 
ity and vigour, even the 
aggression, in the apparent 
statement Hjs ironical wit 


and teasing observation, 
especially in his p a in ti n g s of 
women sitting or talking 
together, are a delight 
I am not a great one for 
the didactic slide-show or 
presentation at an exhibi- 
tion, resenting being told 
what to see. But here it is 
short with no text or com- 
mentary to lead one by the 
nose, but with a clever inter- 


play between documentary 
photograph, painted image 
and scrap of rather haunting 
early film, which clearly sets 
out the theme and structure: 
like the show itself, just 
right. 

German Expressionism - 
Art & Society: Palazzo 
Grass!, Venice, until Janu- 
ary 1L Sponsored by Fiat. 


Jones steps into the lime- 
light with tact and distinc- 
tion. Even in his scenes of 
greatest agony, he never 
behaves as if this play were 
about him alone. Eddie Mar- 
san is the hero-worshipping 
plain-speaking Wingate, 
Julian Kerridge the artless 
hut brutalised “Smiler" 
W ashing ton, Tan Dunn the 
sceptical Scotsman McLure. 
James Hazel dine makes Cor- 
poral Hill almost the most 
rounded character onstage, 
and Julian Glover, Iain 
Mitchell and Angus Wright 
deliver the officers with elo- 
quence. 


T he director is 
Howard Davies, the 
designer Rob 
HowelL The produc- 
tion starts with an irony 
that plunges you straight 
into the world of the play: 
you watch the pitiless 
barbed-wire no-man ’s-land of 
the square which our non- 
heroes will learn to bash; we 
hear the sweet banality of 
such 1950s pop songs as 
“Walkin' in the Rain"; and 
then, as the men enter, we 
hear the clips of their boots 
on the floor like hailstones 
on a metal roof. 

Like Willis Hall in the 
recent West End revival of 
The Long, the Short and the 
Tall . Wesker has written 
harsher swear words into 
this play than would have 
been allowed in 1962. 
Though his intention may be 
to reproduce military-talk 
with greater historical accu- 
racy. it sounds in the mod- 
em theatre like keeping up 
with the Joneses. 

In repertory at the National 
Theatre, South Bank, Lon- 
don, SE1. 


mmmm 
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■ AMSTERDAM 

DANCE 

Hot Muztektheater 
Tel: 31-20-551 8911 
Giselle: National Ballet new 
season opens with this staging 
by Peter Wright’ Sep 9, 10. 12, 
13 

OPERA 

Het MuzfeMheater 

Tel: 31-20-551 8911 
Das Rheingoki: by Wagner. 
Netherlands Opera- New 
production, directed by PtajJ"® 
Audi and conducted by Hartmut 
Haenc hen; Sep 11,14 

■ BERLIN 

CONCERTS 

Kammermuslksaal, 

PhUharmonle 

Teh 49-30-2548 8354 

• Chamber Orchestra or 

Europe: conducted by Clau^o 

Abbadp in works by S? hub **: 
With the Emst-Senff-O^ 9 ^ 
mezzo-soprano Anne Sofia von 
Otter; Sep 10 


• Chamber Orchestra of 
Europe: conducted by Claudio 
Abbado in works by Schubert 
With baritone Thomas Quasthoff; 
Sep 12 

Konzerthaue Tefc .49-30-203080 
Berlin Symphony Orchestra: 
conducted by Michael - 
Schoenwandt in works by 
Martinu, Henze, Matthus and 
Shostakovich. With violin soloist 
Michael Erxleben; Sep 12 

Phffiiannonie 

Tel: 49-30-2548 8354 

• Beriin Philharmonic Orchestra: 
conducted by ingo Metzmacher 
in Hans Werner Henze’s 
Symphony No. 9. With the 
Rundfunkchor Berlin; Sep 1 1 

• Junge Deutsche Philharmonic: 
conducted by Rudolf Leftung in 
works by Bfecfwr and Mahfer. 
With violin soloist Kd/a Blacher; 
Sep 9 

DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 
Deutsche Oper BaBet 
programme of two works by 
MacMillan - Concerto and Das 
Ued von der Erde; Sep 13 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 
Galathee, Die Schfine: by Suppe 
and Wahren. Conducted by 
Sebastian Lffltg-Lsssing in a 
staging by Gfltz Frtedrich; at the 
Parkett-Foyer; Sep 9, 10, 11 

■ EDINBURGH 

exhibitions 


Scotti s h National Gallery of 
Modem Art 

Tefc 44-131-624 6200 
Matthew Dattiei and Louise 
Scullion: Endlessly. First showing 
for Video Installation created by 
the young Scottish artists on 
Scotland’s north-east coast; to 
Sep 14 

■ LAUSANNE 

EXHIBITIONS 
Mus6e Cantonal des 
Beaux-Arts Tel: 41-21-312 8332 
COBRA 1948-1951: organised to 
mark the 50th anniversary of a 
post-war group of experimental 
artists, who derived their 
movement’s name from their 
ttvee cities of origin: 
Copenhagen, Brussels and 
Amsterdam. The exhibition win 
have/ to Munich and Vienna; to 
Sep 14 

■ LONDON 

CONCERTS 

BBC Proms, Royal Albert Hall 
Tel: 44-171-589 8212 

• BBC Symphony Orchestra: 
conducted by Claus Peter Flor in 
Mendelssohn's Symphony No. 5 
m D major, •Reformation*, and 
with the PhBharmonia Chorus 
and BBC Symphony Chorus in 
Brahm’s German Requiem; 

Sep 10 

• Bernard Haitink: conducts the 
European Union Youth Orchestra 
in works by Beethoven and 
Bruckner; with pianist Emanuel 
Ax; Sep 9 

• City of Birmingham Symphony 
Orchestra: conducted by Sir 
Simon Rattle in Mozart’s Fantasia 


in F minor, with organist Thomas 
Trotter, and Serenade in B flat 
major for 13 Wind instruments, 
“Gran Partita", with the Orchestra 
Wind Ensemble; Sep 10 

• City of Birmingham Symphony 
Orchestra: conducted by Sir 
Simon Rattle in works by 
Shostakovich and Mahler with 
violin soloist Maxim Vengerov; 
Sep 11 ' 

• The Last Night of tire Proms: 
Andrew Davis conducts the BBC 
Symphony Orchestra and Chorus 
and BBC Singers in a 
programme which draws 
together the season’s themes, 
and includes works by Brahms, 
Wagner, Britten and Judith Weir 
with organ and piano soloist 
Wayne Marshall and soprano 
Anne Evans; Sep 13 

■ LOS ANGELES 

EXHIBITIONS 

Museum of Contemporary Art 

Tel: 1-213-6266222 

• Joseph Cornell: Connections 
to the Permanent Collection. 
Installation of a selection of 
works which were part of a gift 
received by MOCA last yean 
entirely self-taught, Cornell 
(1903-72) created object and film 
collages which demonstrate a 
sensibility both personal and 
political; to Sep 14 

• My Life. Mark Morrisroet 
Po braids 1977-1989. 188 
self-portraits and portraits of the 
artist’s friends and lovers, mostly 
taken In Weak domestic settings; 
to Sep 14 

OPERA 

L A. Opera, Dorothy Chamfer 


Pavilion Tel: 1-213-972 8001 

• Fedora: by Giordano. La 
Scale production staged by 
David Edwards and conducted 
by Edward Downes. Cast 
includes Maria Ewing and 
Pl&cido Domingo; Sep 10, 14 

• La Boh&me: by Puccini. 
Revival of Herbert Ross’s 
production, designed by 
Christopher Harlan and 
conducted by Pl&tido Domingo; 

Sep 9, 12 

■ LUCERNE 

CONCERTS 

International Festival of Music 
Tel: 41-41-210 3080 
Vienna Philharmonic Orchestra: 
conducted by Nikolaus 
Harnoncourt in works by 
Beethoven; at the von 
Moos-Stahl-Halle; Sep 9 

■ MUNICH 

EXHIBITIONS 
Kunsthalle der 
Hypo-Kuttu’stiftung 
Tel: 49-89-224 412 
Markus LQpertz (b. 1941), one of 
Germany's leading artists, is the 
subject of a retrospective which 
includes paintings, drawings and 
sculptures from throughout his 
career; to Sep 14 

■ NEW YORK 

OPERA 

New York State Theater 

Tel: 1-212-870 5570 

• L’ttaliana in Algeri: by Rossini. 
New York City Opera/ 
Glimmergtass Opera. Conducted 
by George Manahan and directed 


by Christopher AJden; Sep 12 

• Macbeth: by Verdi. The New 
York City Opera season opens 
with this new production directed 
by Leon Major and donducted by 
George Manahan; Sep 11. 14 

• The Magic Flute: by Mozart 
New York City Opera revival. 
Conducted by Derrick inouye in a 
staging by Lotfi Mansouri; 

Sep 13 

■ PARIS 

CONCERTS 

Thtttre des Champs Bys^es 
Tel: 33-1-49525050 
Recital of works by Liszt, 

Debussy and Franck given by 
violinist Olivier Chariier and 
pianist Brigitte Engerer; Sep 14 

OPERA 

Op6ra National de Paris, Op6ra 
BastiKe Tel: 33-1-44731300 
Le Nozze di Figaro: by Mozart. 
Conducted by James Con Ion in a 
staging by Giorgio Strehler. Cast 
Includes Anthony 
Michasls-Moore and Barbara 
Bormey; Sep 11, 13 

EXHIBITION 

Muede National cPArt Modem®, 
Centre Georges Pompidou 
Tel: 33-1-4478 1233 
Fernand Leger: retrospective of 
the early modernist, who 
emerged from the Cubist 
revolution around 1910 to move 
towards abstraction. The 
exhibition will travel to Madrid 
and New York; to Sep 29 

■ ROME 

CONCERTS 


Auditorio di Via della 
Conciltazione 
Tefc 39-6-6880 1044 
Orchestra and Choir of the 
Accademia NazkjnaJe cfl Santa 
Cecilia: conducted by Daniete 
Gatti in works by Brahms; 

Sep 10, 11 

■ VIENNA 

EXHIBITIONS 

Kunstforum der Bank Austria 
Tel: 43-1-533 2266 
Art and Insanity: wi deranging 
survey of the relationship 
between madness and the visual 
arts, from the Baroque to the 
modem; to Dec 8 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07410: FT Business Morning 
1O00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

0030: Squawk Box 
10.00: European Money Wheel 
18.00: financial Times Business 
Tonight 
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E conomic and mone- 
tary union will, say 
its devoted conti- 
nental European 
supporters, deliver a “Euro- 
pean Germany''. The alter- 
native they fear is a “Ger- 
man Europe". 

Politically, the notion that 
the D-Mark is an instrument 
of German domination 
seems highly implausible. 
And a currency union is nei- 
ther a necessary nor a suffi- 
cient condition for con- 
straining Germany and 
thereby preserving peace in 
Europe. 

The economics are rather 
different. Convergence is 
needed: it is also happening. 
What we see is both a more 
European Germany and a 
more German Europe, with 
the former displaying its 
neighbours' vices and the 
latter copying Germany's 
wonted virtues. This is note- 
worthy and - to many Ger- 
mans - embarrassing. Once 
upon a time. Germany was a 
country of modest unem- 
ployment. fiscal restraint 
and low inflation, but with 
partners which mostly 
lacked one. or all. of these 
virtues. That uniqueness 
exists no longer. 

In 1989, the then West 
Germany's rate of unem- 
ployment (on the standar- 
dised definition of the 
Organisation for Economic 
C o 

operation and Development) 
was only 5.6 per cent. This 
was fractionally above the 
5.2 per cent of the US. It was 
well below the European 
Union's average of 8.7 per 
cent, the UK's 7.2 per cent, 
the French 9.4 per cent, 
Italy's 10.9 pier cent and 
Spain's 1629 per cent. 

In 1996, Germany's unem- 
ployment rate was 9 per 
cent. This was still below 
Italy's 12 per cent, France's 
12.4 per cent and Spain's 
22.2 per cent. But it con- 
trasts unfavourably with 
the 5.4 per cent of the US 
and even with the 8-2 per 
cent of the UK- 
Given the difficulties cre- 
ated by unification. Ger- 


TECHNOLOGY 


Martin Wolf 


Germany’s new vices 

Convergence has forced many European Union member states to adopt 
Germany's virtues, but Germany has picked up some of their bad habits 


many's job performance 
may seem creditable. Yet an 
excuse, albeit plausible, 
does not alter the truth that 
the country needs more 
jobs, but has failed to pro- 
vide them. In eastern Ger- 
many, employment fell from 
just under Sm in early 1991 
to just over 6m in 1993. 
where it has since stuck. In 
western Germany, it shrank 
from just under 30m in early 
1992 to just over 28m in 
early 1997. What was needed 
was a surge in labour- 
absorbing growth. What has 
happened, instead, has been 
a decline in employment in 
both eastern and western 

Germany. 

Blame for the eastern fail- 
ure lies with the decision to 
translate western labour 
practices into east Germany. 
As the OECD notes in Its 
recent economic survey of 
the country, pressure for 
wage equalisation .has 
pushed compensation per 
employee to some 70 per 
cent of western levels. 
Given low productivity, unit 
labour costs are 30 per cent' 
higher in eastern manufac- 
turing than in the west, 
mairipg the east the most 
expensive location in the 
world. It is little wonder 
that sales outside Germany 
account for a mere 12 per 


cent of its gross domestic 
product compared with 31 
per cent for the west 

Today, Germany faces 
much the same challenge as 
virtually all the other conti- 
nental couotries: how to 
generate a substantial 
increase in jobs. But that is 
not the only legacy unifica- 
tion has bequeathed. For 
much the same reason. Ger- 
many has had huge prob- 
lems in sustaining its cus- 
tomary fiscal discipline. 

In 19S9, West Germany's 
general government fiscal 
balance was a surplus of 0.1 
per cent of GDP. The US 
then had a deficit of 1.7 per 
cent France one of 12! per 
cent and Italy one of 9.9 per 
cent. Of the bigger coun- 
tries. only the UK’s perfor- 
mance was better then. 
Despite the recession or the 
early 1980s. the German fis- 
cal deficit averaged fraction- 
ally more than 2 per cent of 
GDP during the 1980s. 

Since then. Germany has 
been stru g glin g to meet the 
Maastricht treaty target for 
the fiscal deficit of 3 per 
cent of GDP. Yet its own 
government regards this as 
an insufficiently strict test 
and has insisted that the 3 
per cent should be regarded 
as a maximum for future EU 
fiscal policy, with the 


A German Europe: inflation under control 
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target being 1 per cent 

This year, the one sup- 
posed to determine whether 
a country will be allowed to 
enter Emu at the be ginning 
of 1999, Germany is expec- 
ted to record a deficit a little 
above 3 per cent of GDP, as 
is also true of France and 
Italy. There is now a good 
chance that Austria, Bel- 
gium. Denmark. Finland. 
Ireland, the Netherlands, 
Portugal. Spain, Sweden and 
the UK will all have smaller 
deficits than Germany in 
1997. German policy -makers 
must fin d this humiliating. 

Again. Germany has an 
excellent excuse. Net fiscal 
transfers to eastern Ger- 
many have been running at 
close to 4 per cent of all- 
German GDP since early 
1991. Eastern Germany is 
still dependent on the trans- 
fers. They are expected to 
equal 32 per cent of eastern 
GDP in 1997. This may be 
down from 52 per cent of 
GDP in 1991. but the share 
has altered little since 1994. 

Given these transfers. 
Germany's fiscal perfor- 
mance seems creditable. In 
1996. total government out- 
lays were 48 per cent of 
GDP, well below France’s 55 
per cent or Italy's 53 per 
cent But the problems it 
faces are likely to be long 
lasting. Managing its fiscal 
position will be tricky. 

Just as Germany Is 
becoming European, its 
neighbours are becoming 
German, particularly on 
inflation. Once Germany 
was almost on its own 
within Europe as a haven of 
price stability. That is not 
so any longer. In 1997 every 
member of the EU, except 
Greece, is expected to show 
consumer price Inflation of 
less than 3 per cent 

Equally significant is fis- 
cal convergence. In 1981, 
Belgium, Italy. Ireland and 
Portugal had fiscal deficits 
greater than 10 per cent of 
GDP. Sweden's was 10.3 per 
cent in 1994. Now they are 
all close to, or well below. 3 
per cent as are the other 
members, except Greece. 


Again, western Germany 
used to run current account 
surpluses of 4-5 per cent of 
GDP. Now Italy does. The 
reduction in the fiscal defi- 
cit has generated a current 
account surplus, expected 
by the OECD to reach 4.3 
per cent of GDP this year. 

All this convergence has 
transformed the prospects 
for Emu. Germany can no 
longer simply sit in judg- 
ment on lesser countries. 
Only a genuinely EU-wide 
agreement to postpone the 
start could now delay the 
banning of Emuu 

However unhappy ordi- 
nary Germans may be about 
the idea of losing the 
D-Mark. Germany's elite 
knows there is little merit 
in a strong currency, in the 
traditional sense. Low inter- 
nal inflation is one thing, a 
soaring exchange rate quite 
another. A country stricken 
by high unemployment in a 
world of low inflation needs 
easy monetary policy and 
no significant revaluation. 
Appreciation is no longer a 
way to combine internal 
price stability with external 
competitiveness. It merely 
imports recession, as Ger- 
many learned in 1994 and 
1996. 

Germany has obtained the 
all-round convergence it 
wanted, though not in the 
form it hoped for. The out- 
come will either be an Em u 
that includes every country 
wanting to be in - or, less 
likely, no Emu at alL 

The question is whether 
Emu’s combination of fixed 
exchange rates with fiscal 
discipline will then force 
countries, including Ger- 
many, to embark, in convoy, 
on needed domestic deregu- 
lation; or whether each will 
go Its own way, with some 
undertaking reforms and 
others reverting to sloppy 
fiscal habits. 

Should the latter be the 
outcome, today’s conver- 
gence between a more Euro- 
pean Germany and a more 
German Europe will be tem- 
porary. So, quite possibly, 
will Emu. 
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Brazil not subject to difficulties 
faced by some Asian nations 


From Mr Rubens Ricufxro. 

Sir, In the article “Warn- 
ing on Brazilian economy" 
(September 5} and the edito- 
rial “Brazil's policy" in the 
same issue it is stated that I 
declared that 'the Brazilian 
economy is weaker than sev- 
eral of the south-east Asian 
countries hit by currency 
crises over the last two 
months". Building on that, 
both texts implied - in a 
cautious way, it is true - 
that I bad in some sense 
delivered a warning on the 
possibility that Brazil may 
be subjected to difficulties 
similar to those now faced 
by some Asian nations. That 
is not so. 

In fact, my comments were 
made In the context of a pre- 
sentation about trade and 
investment in the future. In 
that, I tried to stress the 
deep links between those 
two aspects of international 
economic activity. I also 
tried to see the basis of the 


position held by the Brazil- 
ian government in relation 
to its foreign exchange pol- 
icy - a correct and necessary 
position in my view - but 
also of those who consider it 
does not favour the also nec- 
essary expansion of Brazil's 
exports. 

In that sense, recognising 
that both sides have good 
arguments, I defended mobi- 
lisation of Brazilian society 
in order that approval of 
adminis trative and social 
security reforms be readied 
in a shorter period of time, 
thus favouring fiscal bal- 
ance. 

As your editorial rightly 
points out, Brazil is a special 
case. The very size of its 
gigantic privatisation pro- 
gramme, and its positive 
impact for both r inHoria1 and 
public accounts, do give the 

R ragflian grivarnm ent the 

necessary time and space to 
proceed with its current pol- 
icy untfl the approval of 


reforms by Congress is cots, 
pleted. 

Meanwhile, progress is 
being made in other areas, 
such as transport infrastruc- 
ture. which will significantly 
reduce costs in the very 
short term and make Brazil- 
ian exports more competi- 
tive. 

To conclude, I wish, to say 
that having been finance 
minister during the launch 
of the Real Plan, the most 
successful in Brazilian his- 
tory, I feel very close to Pres- 
ident Fernando Henrique 
Cardoso and to his team in 
the economic area of the 
Brazilian government As 
always, they have my full 
support. 

Rubens Rlcupero, 
secretary -general. 

United Nations Conference 
cm Trade and Development 
Palais des Nations, 

CH-L211 Geneva, 
Switzerland 


Logic of independence for Scotland 


From Mr Anthony Mayor. 

Sir, Philip Stephens (“A 
break with the past”, Sep- 
tember 5; argues that it is 
“perverse logic” to argue 
that a more autonomous 
Scotland might reduce the 
current level or subsidies 
from England. 

But near independence, or 
full independence as wish- 
fully talke d about by Mr 
Stephens, should logically 
mean less reliance on a net 
finan cial assistance he him- 
self recognises. 

Although the English 


seem much unconcerned 
about the issue of devolu- 
tion, to contemptuously talk 
about “Little England”, with 
49m strong (quite close to 
the population of France or 
Italy), while also praising 
“the pride” of a small coun- 
try like Ireland inside 
Europe, and maybe Scotland 
next, smacks of reverse 
nationalism. . 

As for the so-called “preju- 
dice” for unitary nation state 
over looser confederal 
systems, which even the 
giant US never adopted one 


should bear in mind that, in 
spite of a more recent finan- 
cial centralisation of govern- 
ment, it is a pragmatic ami 
often partial national inte- 
gration which prevails in 
Britain - a nation which pre- 
. ceded the existence of either 
Rn gtand and Scotland whidi 
arguably were never coun- 
tries by themselves. 

Anthony Mayer, 

808 West 103rd Street, 

New York, 

NY 10025, 

US 


A good choice of holiday venue, perhaps 


From Mr Hector Eduardo 
UdsL 

Sir, In its report “Omar 
goodness” (September 2) 
Observer states that the rep- 
utation of Argentina's for- 
mer tourism secretary never 


recovered after he was 
discovered sunning himself 
an the beach - in Uruguay. 
Oh? 

Viewed from this side of 
the River Plate, I would ven- 
ture to suggest that his repu- 


tation may have been 
r emarkab ly Enhanced. 

Hector Eduardo Luisi, 
Bulevar Espafia 2614, 
11300 Montevideo, 
Uruguay 
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T he Financial Times is 
introducing a number 
of changes in its for- 
mat, aimed at making the 
paper more attractive to 
readers around the world. As 
editor, I would like to 
explain our strategy, and 
what it will mean for inter- 
national readers. 

We want the Financial 
Times to be the paper for 
global business. We are 
determined it should reflect 
and be part of the new age of 
global capital that has been 
ushered in by the great 
structural changes in the 
world economy over the past 
decade. Rising trade flows, 
the collapse of centrally 
planned economies, the 
adoption of market oriented 
growth policies, financial 
deregulation, big advances 
in technology and in finan- 
cial instruments: these and 
other developments have 
transformed the way in 
which economies and busi- 
nesses work. 

The changes we are introd- 
ucing today seek to reinforce 
our aim to be a global news- 
paper. with particular 
emphasis on increasing our 


appeal to US readers. They 
will also have benefits for all 
readers of our international 
edition, wherever they live. 

As a world business news- 
paper, the FT must have the 
same qualities, the same val- 
ues, the same structure and 
much of the same content 
wherever it is printed. We 
will customise the package 
to meet the priorities of 
readers and advertisers in 
different regions. But in an 
age of global capital, we 
think that a business reader 
in Bonn will have many of 
the same interests as one in 
Boston or Beijing. 

We could have adopted a 
regional, rather than a 
global, strategy and created 
completely different editions 
for Asia. Europe, and the 
Americas. That is the route 
taken by the Wall Street 
Journal It is not, however, 
the appropriate response to 
today's integrated world 
economy, which requires a 
single newspaper with differ- 
ent regional emphases. 

Until now. we have 
printed two versions of the 
Financial Times in our 10 
sites around the world (more 
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Why the Financial Times 
is expanding in the US 


are on the way). One is for 
the UK. where we are the 
dominant business newspa- 
per, and where we publish a 
lot more British company 
and economic news than 
would be relevant to our 
readers elsewhere. 

The other has been pub- 
lished throughout the rest of 
the world and has been 
printed in two sites in Asia, 
two in the US and four in 
Continental Europe. In 
Europe, much our biggest 
market, we are by far the 
leading international busi- 
ness publication. 

We are now introducing a 
third version of the paper, 
which is to be aimed primar- 
ily at expanding our pres- 
ence in the US market. Big 


changes in the economic cli- 
mate make this a good time 
for such a move. 

Rapidly increasing flows of 
foreign direct investment are 
locking the US ever more 
closely into the world econ- 
omy. International trade is 
rising as a proportion of 
gross domestic product: 
export growth is playing a 
crucial part in the overall 
strength of the economy. 

US portfolio investors, 
who not long ago found all 
the opportunities they 
wanted in their domestic 
markets, have been shifting 
funds abroad on an increas- 
ing scale. The US economy 
as a whole has become 
heavily dependent on foreign 
borrowing. 


We have set ourselves 
three broad goals for our US 
edition, which will also have 
benefits for FT readers in 
Europe. The first, and most 
important, is to deliver inter- 
national news and analysis 
that will be of real value to 
US business leaders and 
decision-makers. 

Second, we will use our 
expanded US reporting team 
to put US business, eco- 
nomic and political news 
into an international con- 
text 

And finally, we will aim to 
strengthen our existing role 
in the US, which is to look at 
events there with a fresh 
eye. We want to have an out- 
sider's perspective, built on 
an insider’s knowledge. 


What impact will this have 
on European readers? Our 
US and Latin American cov- 
erage will be strengthened, 
drawing on a bigger team of 
writers. We have redesigned 
the front page to make it 
easier for busy readers to 
find their way about 

There will be more inter- 
national reviews on our arts 
page, and we will be publish- 
ing pieces from the sharpest 
minds in the US, Europe and 
Asia on our Comment and 
Analysis pages. 

Lex, our influential, irrev- 
erent. and sometimes down- 
right rude investment col- 
umn, will have a stronger 
US component with a corre- 
spondent from the Lex team 
based In New York. 


In the second section, we 
have two objectives. We 
want to add value to com- 
pany and capital market 
news; an example of this is 
our new and much more 
sophisticated bond market 
statistics. And we will be sig- 
nificantly expanding our 
coverage of new markets. 
The proposition we have to 
live up to is: if you are inter- 
ested in emerging markets, 
wherever you Uve^ you have 
no choice but to read the 
Financial Times. 

What we will not be doing 
is cutting back our extensive 
coverage of Europe, in any 
of our editions. For Euro- 
pean readers, this coverage 
- of the European Union and 
the recovering economies of 
central and eastern Europe - 
is an essential part of daily 
news. For US readers, we 
think there is a real opportu- 
nity to explain why the 
structural changes now tak- 
ing place in Europe are of 
immense importance to the 
world. We will also maintain 
our coverage of the UK in all 
our international editions. 
Britain remains one of the 
main international capital 


markets and the home far 
much foreign investment 

At a time when the world 
is drowning in data, oar 
ambition is to identify the 
news that matters, present it 
in a .form that can be 
trusted, and make sense of it 
by way of analysis and com- 
ment Our role as an interna- 
tional newspaper is not to 
replicate aviating local busi- 
ness news services: that 
would be a certain road to 
fell ure. We are not compet- 
ing directly with other publi- 
cations. Instead, we are com- 
peting for a little time on the 
daily schedule of busy and 
influential people. 

To help establish the new 
US version of our global 
paper, I have relocated to 
New York for a year.. I 
remain closely in touch with 
and fully committed to par 
European edition, since it is 
the version seen by more of 
our international readers 
than any other. I will always 
be very interested to hear 
your views of what we are 
doing, and of what we. might 
do in the future. 

RichcaxlXa7jjbeTt%FT.com 
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BIB Clinton, tie US - 
{ptraideiii, agrees to the y w am 
[deal -agreed last month between 
40 states and the country's 
tobacco Industry, he should 
close his eyes and think of Swe- 
dan. That country achieved by a 
simple' measure what the US is 
labouring to effect by a complex 
: ami expensive combination of 
-litigation and politics. In Swe- 
den, the. price of cigarettes is 
about 2% times that in the US: 
consumption is little more than . 
hall; 

Taxes corb usage. So the US 
| states which are «nring tobacco 
companies for the cost of treat- 
ing. smoking-related diseases 
must themselves bear some of 
I the responsibility for the harm- 
ful effects. 

State tobacco . tax rates vary 
widely, the highest being more 
than twice the lowest. Missis- 
sippi, for example, the first state 
to reach an out of court settle- 
ment with the industry, h»ri one 
of the lowest rates of tax. If the 
| state . had charged smokers 
more, it might have had fewer 
cases, of lung cancer. Certainly 
[ it would have had more money 
to treat such diseases. 

In the absence of timely 
effective action by state and fed- 
I era! governments to control the 
weed, the law has been called in 
[ to. do the Job. The recent $iL3bn 
out of court settlement with Flo- 
rida will mostly be paid by 
| smokers. The consequent price 
increases will hardly differ from 


taxes - except that politicians 
win escape £tte unpopularity of 
imposing them. 

The general settlement about 
which Mr CUnton is expected to 
make up his mind and pro- 
nounce shortly, would ^h^ittip 
aU state actions (Including 
those settled). It would have 
some desirable effects, notably 
to raise prices, curb marketing 
and discourage under-age smok- 
ing. But these could all be 
achieved by legislation irrespec- 
tive of any deal. 

The danger now is that a 
nationwide bargain on tobacco 
might become a precedent for 
disputes with, say, the drinks or 
automobile industries. No busi- 
ness which can damage people’s 
health should be above the law. 
Nor can. individuals or state leg 
islatures be prevented from 
suing. However, the legal sys 
tem is an uncertain as well as 
an expensive way of settling 
large public policy issues. 

The president and Congress 
should therefore leave the 
states to fight their own battles 
in the courts. They should 
refuse to give the industry the 
special indemnities it asks for 
or grant the lawyers the victor; 
which they have so ingeniously 
drafted. 

Instead, Congress should now 
be considering what laws are 
needed to protect fixture genera- 
tions from the evils of smoking. 
It should not be intervening in 
disputes about the past. 


An Irish leader 


In Mary Robinson, Ireland has 
enjoyed an outstanding presi- 
dent- for most of the past seven 
years. She has represented her 
country internationally with 
intelligence, wit and poise. At 
home,- she has been a champion 
of emancipation, reconciliation 
| and high standards in public 
life. Mare than any other lead- 
ing figure on the . Irish scene, 
she has symbolised a newly self- 
confident Ireland, which has 
retreated from narrow national- 
ism and adopted an outgoing,. 
European identity. 

Her departure from the post 
in three days' time will leave a 
real vacuum. Yesterday John 
Hume, the northern Irish 
nationalist, leader, decided after 
weeks of prevarication not to 
stand. He would have been a 
popular choice in the south. He 
might well have spared the 
• political parties there an emhar- 
[ rassing squabble over alterna- 
tive candidates. But he is right 
not to run. 

His entire political life has 
been devoted to the -peace pro- 
cess in ■ the north, and he is 
obsessed by his own part in it. 
While he is widely admired as a 
constitutional nationalist, he is 
[.mistrusted by many northern 
AVnionte ts: His candidacy might 
h&ye-, been convenient, but it. 
would have, masked a step back . 

; td .old Irish identifications. ' 

[; The trouble is that none of 
’ the political parties in the south 
tas found' a credible candidate 


Albert 
*Eo star 


who can rise above the political 
process in the way Mrs Robin- 
son succeeded in doing. The 
electorate wants somebody from 
outside the political establish- 

E t, which has been tarnished 
i series of scandals. None 
been forthcoming. 

I Hanna Ffiil, the largest party 
|and dominant member of the 
present government, is deeply 
divided. Its former leader. 
Reynolds, is determined 
stand, but he -faces 'strong 
internal opposition. He is pre- 
cisely the sort of political 
ins ids' Ireland does not need. 

Fine Gael, the main rival, has 
two worthy women candidates 
seeking the nomination. Both 
are long-serving politicians, but 
lack outstanding credentials for 
the Job - apart from their gen- 
der. The Labour party, which 
nominated the outgoing presi- 
dent, may propose Michael D. 
Higgins, the former minister of 
arts and culture. He would be 
ah original choice,, but may wen 
prove too extravagant and 
imptedictable far the conserva- 
tive Irish electorate. 

That leaves Dana, once a win- 
ner of the Eurovision song con- 
test, now a campaigner against 
abortion. Ironically, she is prob- 
ably* too co nserva tive, and any- 
way lacks the political support 
to gain a nomination. -Thelrish 
electorate deserves a candidate 
from outside the political pro- 
cess. it also deserves a better 
choice than it looks like getting. 


Cui 



There are no signs of a waning 
in the intense public interest in 
the life of Diana, Princess of 
Wales. The flow of people to 
Kensington Palace to pay their 
respects ’• continues, while 
Althorp where she is buried has 
fallen under siege from well- 
wishers. Throughout the world, 
there is hunger for information 
on. Diana and a desire for books, 
videos, photographs and other 
memorabilia that celebrate her 
life:- The - recording of Elton 
John’s rewritten version of 
“Candle in the Wind”, sung at 
Saturday's funeral is expected 
to be the best-selling recording 
in history. . _ . 

• The overwhelming desire 
among, those who buy su ch 
items is that the charities which 
the princess held dear should 
benefit from their purchases. 
That wish appears to have been 
met in the case ot the various 
plans to issue recording, 
including that by Elton John- 
But in many cases, tbe sole ben- 
eficiaries from the sale of com- 
memorative goods wiB be the 
enterprising businessmen and 
-women who succeed m reacn- 
I in g the market first 

There is an added irony in the 
case of merchandise which uses 
photographs of Diana. Some of 
the most striking images ap 
property of portrait photogra- 
phed such as Lord Snowdon 
But in other cases, it may 
hated paparazzi who benefit^ 
the form of royalties while the 
princess’s causes will gain not a 
penny piece. 


There Is, of course, no way 
that the. royal family or the 
Spencers can stop the use of 
images of the princess or any- 
one connected with her life. The 
voluntary system whereby such 
products are vetted by the Lord 
Chamberlain's office will be 
respected by large companies 
with reputations to protect But 
others can ignore it with impu- 
' nity - a fact that is likely to 
anger the British public when 
they learn that Diana's charities 
have not benefited from much 
of what has been spent. 

There is a well-tried solution 
which was used at the time of 
fixe Queen’s Silver Jubilee. That 
is to establish an official logo, 
protected by trademark legisla- 
tion worldwide, which can be 
used only on approved mer- 
chandise. A condition for its use 
would be agreement to pay 
hands ome royalties to the prin- 
cess’s memorial trust, with, 
prior vetting to avoid misuse. 

The existence of such a logo 
would not stop the sale of goods 
without it.' But consumers 
would quickly: learu to recog- 
nise it and would be able, to 
choose those products that bore 
it That tact would provide a 
powerful incentive for reaching 
an accommodation with the 
trust 

gut those in charge .will need 
to act quickly if it is to work. By 
the end of the week, millions of 
pounds of memorabilia will 
have been sold without any 
guarantee that Diana's causes 
will benefit 



Brave new world? 

The US economy is expanding impressively, says Gerard Baker. 
But claims that a ‘New Age’ has dawned are flawed 


B oard an airline any- 
where In the US 
these days and you 
get an idea of the 
buzzing dynamism of 
the US economy in the late 1990s. 
Every plane, from San Jose to 
Savannah and points in between, 
is frill to bursting. The busy bleep 
and click of laptop computers 
and mobile phones seems to 
drown out the whining of the air- 
craft engines as America goes to 
work with a rare vigour. 

The aerial activity reflects the 
feet that, on tbe ground, the US 
is enjoying its most remarkable 
period of economic success since 
before the Vietnam war. Unem- 
ployment is lower than it has 
been in a generation; output is 
growing at its fastest rate in a 
decade; incomes, for so long 
depressed by global competition, 
are at last rising strongly. All 
this at the same time as, 
uxiiqaely in the last quarter- 
century. inflat ion is dormant 
The hum of success is all the 
more melodious in comparison 
with the groan of stagnation 
from the rest of the industrialised 
world. In continental Europe and 
Japan recovery of a sort contin- 
ues - but joyless, jobless recov- 
eries that have done little to 
revive economic optimism. ' - - 
Small wonder then that more 
and more US businessmen and 
economists have signed up to the 
view that their economy has 
been transformed. How else could 
it be, they ask, that the US is 
able to manage sustained strong 
growth with such a low level of 
unemployment and yet without a 
hint of inflation? The answer, 
they claim.' Is that a unique con- 
currence of events has raised 
long-term US potential growth, 
enabling the economy to grow 
foster without stoking inflati on. . 

“The underlying economic 
environment is exceptional" says 
Bruce Steinberg, thief economist 
at Merrill Lynch, the New York 
investment bank. “Growth is 
healthy, inflation is invisible, cor- 
porate earnings are strong and 
real wages are rising. AH without 
any noticeable strain." “It is 
indeed a 'New World’,’* says 
Allen Sinai chief economist with 
Frimark Decision Economics and 
one of the leading Wall Street 
economists. “And it is not just a 
cyclical phenomenon, but the 


result of a radical change." 

For the past 25 years it has 
been accepted as virtually immu- 
table law by almost all econo- 
mists and policymakers that the 
US economy had a speed limi t of 
about 2.25-2.5 per cent annual 
growth, and a floor for unemploy- 
ment of about 5.5-6 per cent 

Whenever the annual growth 
rate rose above 2.3 per cent for a 
long time, or whenever unem- 
ployment fell below 5.5 per rant, 
wages and prices began to spiral 
upwards. The economy’s capacity 
to grow is limited by growth in 
the labour force and in productiv- 
ity. When demand grew faster 
than the sum of these rates, infla- 
tionary bottlenecks occurred. 

But consider this: since the 
beginning of 1996. the economy 
has expanded at an animal rate 
of 3.5 per cent per year. Unem- 
ployment has fallen from 5.8 per 
cent is months ago to 48 per 
cent today. At the same time, 
however, inflation has not only 
not risen. It has actually drifted 
lower: the consumer price index 
is rising at about 2 A per cent per 
year, compared with 2.6 per cent 
at the beginning of 1996. Further 
bade up the inflationary pipeline, 
price pressures are even weaken 
the producer price index fell for 
six months in a row-at the start 
of this year. 

That can only be explained, it 
is argued, if the underlying nan- 
inflationary capacity of the econ- 
omy has improved - so that out- 
put can grow much faster than 
the old 12 per cent speed limit, 
and unemployment can remain 
below 5J5 per cent a year, while 
inflation stays under control 

This is not a dry academic 
argument among economists. It 
is tbe very assumption on which 
is predicated the spectacular 
growth of the US stock market in 
the last two years. If the econ- 
omy can grow significantly tester 
than in the past without inflation 
it means two things; corporate 
earnings (which largely track 
output growth over time) can 
grow tester, while interest rates 
(which determine the relative 
attractiveness of holding equities 
against bonds)_ can be expected to 
remain low. 

“Structural changes that have 
occurred in the 1990s have raised 
the long-run potential growth 
rate, we estimate to as much as 3 


per cent per year,” says Mr Sinai. 

This is a popular view in the 
finan cial markets. Its supporters 
say tbe reason for the change is a 
complex combination of favoura- 
ble factors. These include such 
diverse developments as the end 
of the cold war, which has freed 
up public and private sector 
resources for more productive 
use; years of fiscal restraint - the 
budget deficit has fallen from 5 
per cent of gross domestic prod- 
uct at the start of the decade to 
almost zero today, reducing 
long-term interest rates and bol- 
stering investment; and mone- 
tary stability, which has forced 
companies to control their costs 
in order to stay competitive. 

But most people point to two 
big changes as the main reasons 
for the revolution; 

• The growing globalisation of 
US business has limited Ameri- 
can companies' freedom to raise 
prices, forcing them to become 
more competitive; 

• Even more important, massive 
investment in information tech- 
nology is said, without hyper- 
bole. to have represented a new 
industrial revolution that has 
raised productivity, and the econ- 
omy’s potential growth rate. 

This so-called “New Age" the- 
sis received support from a sur- 
prising source in July when Alan 
Greenspan, chairman of the Fed- 
eral Reserve, in bis half-yearly 
testimony to the US Congress, 
left open the possibility that 
something radical might have 
changed in the US. 

“We do not now know, nor do I 
suspect can anyone know, 
whether current developments 
are part of a once or twice in a 
century phenomenon that will 
carry productivity trends ... to 
a higher track, or whether we are 
merely observing some unusual 
variations within the context of 
an otherwise generally conven- 
tional business cycle expansion,” 
he said. 

The Fed chairman's remarks 
were characteristically equivocal 
however, and in the view of most 
mainstream academic economists 
they were right to be. There are 
serious problems with both the 
main arguments for the New 
Age. 

First, there is little firm evi- 
dence to support the claim that 
globalisation has been all that 


significant for US companies. 
Even if it bad been, it is hard to 
see how it spells the end of infla- 
tion. 

Paul Krugman, professor of 
economics at Massachusetts 
Institute of Technology, points 
out that trade still accounts for 
less than 30 per cent of GDP. So 
even if tbe US were importing 
some sort of magic formula, the 
spell would be less effective in 
the US than in most other coun- 
tries. And the experience of other 
countries that are much more 
open to international trade than 
the US does not suggest globali- 
sation alone can lift the potential 
growth rate. 

“The UK is by any measures at 
least twice as open to trade as 
the US," says Prof Krugman. 
“But there is no evidence there to 
support claims that globalisation 
is inherently anti-inflationary." 

Second, in spite of all the anec- 
dotal claims , there has been no 
clear sign of a sharp, permanent 
upward shift in productivity. The 
official statistics suggest little 
change in productivity trends. 
New Age believers point to flaws 
in these statistics that have failed 
to pick up Improvements in ser- 
vice sector productivity. But. 
even if they are are right and the 
data are indeed under-estimating 
productivity growth, then the fig- 
ures must also be understating 
actual output growth, since they 
rely on precisely the same mea- 
sures. And if output is also 
underestimated, it means the 
inflationary gap between poten- 
tial and actual output is just as 
large. This cannot explain the 
absence of inflation In a period of 
rapid growth. 

In any case, the tester rate of 
growth seen in recent years can 
be easily explained by the ten in 
the unemployment rate. Higher 
output has been the result of 
more hours worked by more 
workers, not an increase in the 
amount of output produced per 
hour. 

But that still leaves the origi- 
nal question unanswered: why 
does the US now have high 
growth with low unemployment 
and low inflation? There are two 
possible explanations; time l ags 
and demographic changes. 

For all the talk of a 1990's US 
“miracle”, growth for much of 
this decade has actually been ter 


from miraculous. From the end of 
the previous recession in 1991 to 
the beginning of last year, 
growth averaged less than 2.3 per 
cent a year. That was below the 
long-term trend of 2.25-2.5 per 
cent. There has been an accelera- 
tion in growth since then, but 
only in the past 18 months. It is 
simply . too early to say with con- 
fidence that faster growth will 
not feed through into higher 
inflation. All that may be hap- 
pening is that the time lag (usu- 
ally six to 12 months) is slightly 
longer than usual. (the normal lag 
is up to a year). 

S o might something else 
explain the fact that an 
unemployment rate 
below 5 per cent co-ex- 
ists with an inflation 
rate consistently below 3 per 
cent? The answer is yes: the 
notion of an economy in transi- 
tion. 

Demographic changes may 
have made it possible for unem- 
ployment to tell without pushing 
up inflation. One example is the 
age-profile of the workforce. With 
a smaller proportion of young 
workers in the population, it is 
possible workers change jobs less 
frequently - and that enables 
employers to hold wages some- 
what lower than they might oth- 
erwise have done, because they 
do not have to pay a premium to 
hold on to workers. 

“What we have is encouraging 
evidence over the last few years 
that the economy may be able to 
operate at a higher level of capac- 
ity use and a lower level of unem- 
ployment, with lower levels of 
inflation," says Larry Summers, 
the deputy treasury secretary. 

IT so, this would mark progress. 
But it would hardly be the revo- 
lutionary and permanent 
increase in the growth rate 
claimed by the New Agers. 
Rather, after a transition period 
that long-term trend rate would 
revert to its old level and any 
growth above that level would 
still prove inflationary. 

As Mr Greenspan himself put it 
in an earlier testimony before the 
congress this year “Regrettably, 
history is strewn with the visions 
of such *new eras' that, in the 
end. have proven to be a mirage. 
In short, history counsels cau- 
tion.” 
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■ Another day, another deal for 
WoiidOom ^chairman Bernard 
.. JSbfcexft. Since founding the 
y8arS 800 ^ 

swallowed nearly 50 rivals^. 


JOBS 

... ... .. __ Sesterday’s . 

* agreement to buy internet . 
£serj§k&9' company CkanpoSerre.; 
kjtett the latest rofl of the dice ; 
jlicptia man who's not afraid to. - 
» plafeffi g beta - and , so ter, has ■ 
read the odds pretty welL 
Ifs only a year since 
WorldCom laid its biggest bet of 
dl - paying $125bh for 
telephone company MFS. Since . 

. then, highly regarded MFS bess 
Jim Crowe has taken hfe ■■ 
services dsewhere. But the deal 
. has pravldedEbbers wltha 
right-band man in John 
Sidgmore, WcridCom's chief 
operating officer. Sidgmore was; 
’;byaH accounts, resptmsfhilefbr ; 
pinning down the CompuServe 
deal • . 

. The question now is whether ; 
Ebbers and Sidgmore will pause - 
for breatkMortillsid^.thcrl^bt■ 
. .even the deal-hungry Ebbers ... 

' would wait a while to digest 
MFS' before adding further to his 
empire. It’s one thing doing 
ideals, they said, but quite - 

another making them work for -* 


‘the long-haul instead, the 
cigar -chomping - 
telecommunications mogul 
quickly came back for more and 
Investors seem to reckon that ' 
buying CompuServe looks like a 
shrewd move. The man who cut 
his commercial teeth running a 
roadside motel shows no sign of 
/puffing over, . . . 


Balkan question 

; Relations between Serbia and 
. Montenegro, the last two 
• republics in what is left of 
federal Yugoslavia, are anything' 
but cordial Serbia has imposed 
what amounts to border controls 
40 its sraall'southern - 
neighbour. Meanwhile,the 
Belgrade media have been . 
accusing Montenegrin prime * 
-minister Milo E^ukanovic of 
1 plotting secession. 

For Ws part Djukanovic shows 
no inclination to heal the rift 
with his former mentor, - 
. Yugoslav president Slobodan 
Milosevic. Recently he's been 
backing away from Belgrade’s 
orthodox hue that the 13&-S5 
Serb war against Croatia was 
. totally just. Indeed, Djukanovic 
has gormas far as to say be is 
- ‘%orrf ‘ ^ about the siege of the- • 
ancient Croatian port of 
Dubrovnik; thebombardment 
was launched by the Yugoslav 
National Army from nearby 
Montenegro with Montenegrin - 
.-troops -taking part " 


His remarks have rauMd quite 
astir in the Montenegrin capital 
Podgorica. One theory is that 
Djukanovic is trying to restore 
ties with Croatia even if that ' 
means weakening Serbia’s 
control over its junior federation 
partner. Whatever the truth, 
tension is rising ahead of 
Montenegro's presidential 
election on October 5. • 


Waiter service 

■ If you’re working in a foreign 
co unt ry, it sometimes helps to 
have understanding customers. 
A Spanish waiter was recently 
chatting to a couple of dicers in 
a Wellington restaurant and 
confessed that, much as he liked 
living in New Zealand, he was 
terribly hnnwrinlc and - misse d his 
mother. One of the diners 
ejhgnnpd to be New Zealand 
Telecoms bora Rod Deane, who 
whipped out his mobile and said: 
“Call her." What a geati 


Don’t bank on it 

■ The sale of Hungary’s 
60-branch Mezobank to Austria's 
GiroCredit for $25m ~ 172 per 
cent of fece value - appears to 
have raised ^ ^expectations at state 
privatisation agency APV. 

AFVhas just one bank left to 
sell FK Bank, and is charging 
potential buyers $1,600 a time for 
- the Official infor mation 


memoranda. Asked how many of 
the. weighty documents it 
expected to sell ~ there were 
only two takers for the 
Mezobank documents - APV 
officials appeared overcome with 
Hungary's new-found optimism. 

“There is no limit We can 
print another 200 if needed.” 
There was a M of interest, he 
insisted, when pressed. T am 
confident I’m not saying this for 
public relations. This is a last 
chance to acquire a bank in 
Hungary. It's -tbe last of the 
Mohicans.” Pressed again, be 
reverted to good old Hungarian. - 
realism; “At least Eve." 


Smoking 

■ Cigars continue to stake their 
claim to be considered the new 
rock 'n roll. Even Hollywood is 
getting in on the act. Observer 
has caught scent of a celluloid 
production - entitled “Blowing 
Smoke" -satin the hazy world 
of a cigar club. 

No word of the plot but it will 
be set on location in tbe 
mightily exclusive Grand 
Havana Room, a sort of 
upper-crust sports bar in Beverly 
Hills frequented by the likes of- 
Amold Schwarzenegger, Mel 
Gibson and Jeff Goldblum. The 
star-studded regnlars-are. ■ 
expected to take cameo roles - 
though on a budget of $5m don’t 
expect them to speak, or even 
exhale, on camera. - 


100 years ago 

Thefts Of Gold 

The unpunished thefts of gold 
which have been a grievance 
to the Witwatersrand 
industry are crimes of an 
unsensa tfonal nature, though 
serious in their consequences 
to the companies. It has been 
the custom for amalgam to be 
quietly “sneaked" from the ' 
batteries, and the thieves 
have simply slunk away, 
without the Transvaal police 
malting an effort to bring the 
offences home to them. We 
now learn, however, of a gold 
theft of a more startling 
nature: The accountant- 
secretary of the Sheba 
company has been Sopped - 
near Barberton, £1.000 bang 
taken from him by two armed 
men. 

50 years ago 

Films In Switzerland 
Basle; 8th Sept An Important 
source of revenue, which 
would hring in & substantial : 
amount of hard currency, is 
apparently being neglected by. 
the British film industry. . 
Germany stiff being cut out as 
a film-supplying country, 
Britain is decidedly missis a 
chance in Switzerland. The ' 
.United States has taken foil 
advantage of the situation, a 
fact that is dearly reflected 
by tbe programmes of Swiss 
cinemas which, almost 
exclusively. showAmerican 
films with a French, Italian or 
Swedish film now and again. 
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Hume decides not to 
run for Irish president 


By John Murray Brown 

in Dublin and 

John Kampfner in London 

Ireland yesterday looked set 
for a full-blooded contest for 
next month’s presidential elec- 
tion after John Home, the 
Northern Ireland politician 
and peace broker, who could 
have commanded cross-party 
support as an agreed candi- 
date. announced he would not 
stand. 

The decision of Mr Hume, 
who played a key role in secur- 
-ing the IRA ceasefire in 1994, 
was seen as bolstering 1 Ulster's 
political talks as they enter 
their most crucial phase. 

It will come as a big disap- 
pointment to the main Irish 
parties, none of which has 
much enthusiasm for going to 
the country again so soon after 
the June general election. 

Mr Hume. 61. said that, with 
the Northern Ireland peace 
talks at such a critical stage, it 


CompuServe 
to be split up 
in swap deals 

Continued from Page 1 


service in the US and mark the 
biggest step yet by the groups 
to create a pan-European 
o nlin e services business. 

If AOL can retain Compu- 
Serve subscribers, it will have 
a total of 11.6m subscribers 
worldwide. 

The CompuServe deal also 
more than doubles AOL’s 
European subscriber base, tak- 
ing it from around 700,000 to 
about l.5m and overtaking 
Deutsche Telekom's T-Online 
service which has been the 
market leader. 

“We believe this market is 
about to explode here in 
Europe. This decision means 
that we are positioned to be 
the leading player in this mar- 
ket,’’ said Thomas Middelhoff, 
chairman-designate of Bertels- 
mann. 

The deals also remove a 
major headache for AOL. 
which ha«* been struggling to 
expand its network infrastruc- 
ture in the face of rapidly 
expanding subscriber 
demands. Now WorldCom will 
take over the network infra- 
structure. while providing 
AOL with network services at j 
preferential terms. 


was his duty to '‘continue to 
devote all our energies 
towards achieving a new and 
agreed Ireland”. 

He announced his decision 
on the eve of a symbolic non- 
violence pledge by Sinn Fein, 
the political wing of the IRA. 

The party’s leaders will 
today sign up to six principles 
set out more than a year ago 
by George Mitchell, former US 
senator and chairman of the 
multi-party negotiations on a 
constitutional settlement for 
Northern Ireland. 

The country’s other main 
political parties made the 
pledge in June 1996 at the 
opening of the talks. 

The Ulster Unionists, the 
province's largest party, said 
they would not attend today's 
session at Stormont, just out- 
side Belfast Tony Blair, the 
British prime minister, will 
meet Mr David Trimble, leader 
of the Ulster Unionists, tomor- 
row to try to persuade him to 


participate in the talks. The 
presence of Mr Hume at the 
talks will be seen by the Brit- 
ish and Irish governments as 
an important counterbalance 
to Sinn F6in from the moder- 
ate nationalist camp. 

In the Irish republic, nomi- 
nations for the presidency 
have to be submitted by the 
end of September for the elec- 
tion on October 30. President 
Mary Robinson, the first presi- 
dent cot from the Fianna Fail 
party and a human rights law- 
yer. will step down an Friday 
to become United Nations high 
commissioner for human 
rights. 

Leading contenders for the 
post Include Mary BanottL a 
member of the European Par- 
liament for Fine Gael, the 
opposition party, and Albert 
Reynolds, the former Fianna 
Fail prime minister. 

Also hoping to run is Dana, 
the Northern Ireland born 
singer. 


Japanese economy 
causes US concern 


By Gerard Baker in 
Washington 

The US is still concerned at 
the state of the Japanese econ- 
omy, according to Larry Sum- 
mers. the US Deputy Treasury 
secretary. 

Mr Summers said yesterday 
the US was keen that Japan 
should promote domestic 
demand, not export-led 
growth. 

He said he would raise the 
matter again when he saw Jap- 
anese officials in Hong Kong at 
a meeting of finance ministers 
and officials of the Group of 
Seven leading industrial coun- 
tries in two weeks. 

“I continue to be concerned 
that Japan does what’s neces- 
sary to achieve the domestic- 
demand-led growth to which 
it’s committed and avoid the 
export-led growth that has 
been a hallmark of many past 
Japanese recoveries. 

Mr Summers’ remarks, in an 
interview with the FT. fol- 
lowed mounting evidence in 
recent weeks that the strong 
growth in Japanese consumer 
demand recorded earlier In the 
year has fizzled out. Retail 
sales were sluggish over the 
summer and sales of imported 


cars fell for the fifth ‘straight 
month in August 

Meanwhile, Japan’s large 
trade surplus trebled in the 
first 20 days of August com- 
pared with a year earlier. In 
the last two months the yen 
has fallen by more than 6 per 
cent against the dollar, 
improving prospects for Japa- 
nese e xporters. 

The US has been pushing 
Japan all this year to do more 
to promote domestic demand. 
US officials had feared Japan 
might use fiie weakness of tho 
yen to increase exports and 
pull the country out of Its long 
recession, limiting the oppor- 
tunities for US and other for- 
eign companies. 

Robert Rubin, US Treasury 
secretary. repeatedly 
expressed US concerns as the 
yen fen sharply at file start of 
the year, and Japanese leaders 
also made clear their desire to 
see a balanced recovery. 

US concerns appeared to 
have eased in file spring as the 
yen recovered some of its lost 
ground against the dollar, but 
Mr Summers’ remarks empha- 
sised the continuing sensitiv- 
ity of the subject 

Exchange rate perils. Page 8 
US economic miracle. Page 17 


Ford to merge components divisions 


Continued from Page 1 

subsidiary. Shares in Delphi 
may eventually be offered to 
the public. 

GM has faced tough deci- 
sions on plant closures and 
divestments in improving 
Delphi's profitability and 
competitiveness. 

Its aim is to generate about 
half its sales from outside Gen- 


eral Motors' US vehicle 
operations. 

The strategy has brought 
GM into conflict with the pow- 
erful US United Auto Workers 
union. Union leaders have 
staunchly resisted any 
attempts to spin off or close 
unprofitable parts operations. 
They are determined to pre- 
serve jobs and guarantee high 
earnings in an industry where 


outside suppliers tend to pay 
workers appreciably less than 
the leading carmakers. 

Mr Szuluk is a member of 
the team which has imple- 
mented the Ford 2000 re-organ- 
isation strategy in the past 
three years. His plans for Vis- 
teon Include a stress on mar- 
keting and harmonisation of 
the group’s disparate market- 
ing and billing systems. 


Souvenir 
industry 
gears up 
for Diana 
sales rush 


By John WiBman, 

Consumer Industries Editor 

Britis h companies are 
fannying to produce books, 
records and ornaments to 
commemorate tbe life of 
Diana. Princess of Wales. 

Many are promising to give 
some or all of the profits to 
charity. One project which has 
pledged all profits to the 
memorial fund Is the new 
recording of Elton John’s 
Candle in the Wind, r ewritten 
for last Saturday’s funeral ser- 
vice in Westminster Abbey. 
The single will be issued this 
Saturday by Mercury, a label 
of PolyGram, tbe Dutch group. 

Richard Branson, chairman 
of Virgin, is co-ordinating 
plans for a Chri s tmas aihwm 
involving recording artists 
such as Sir Paul McCartney 
and Eric Clapton. 

UK booksellers say their 
shelves were emptied of 
almost all books about the 
princess within days of her 
death. Michael O’Mara, the 
publisher, will today reissue 
paperback editions of biogra- 
phies of the princess by 
Andrew Morton, tbe journalist 
who revealed her unhappiness 
and its effect on her health. 

The BBC and Independent 
Television News will each 
launch video tributes to Diana 
at the end of the w eek . 
zines such as Hello! and 
Majesty are planning special 
tribute issues. The UK Post 
Office is discussing a set of 
commemorative postage 
stamps with Buckingham Pal- 
ace. 

Wedgwood and Royal Boul- 
to n, the maw nfa rf i ir w t, 

are considering whether to 
issue commemorative limited 
editions of plates, mugs and 
other memorabilia. The wed- 
ding of Prince Charles to 
Diana in 1981 produced the 
highest ever sales, according 
to Wedgwood. “We are still 
trying to gauge public 
demand," the company 

Charities associated with 
the princess, including the 
UK's National Aids Trust, 
hope to benefit from a share of 
the iwi wium ft tmi Diana mem- 
orabilia. But the memorial 
fund set np to raise funds for 
Diana’s favourite causes has 
yet to establish a system for 
approving projects and collect- 
ing royalties. 

“We read a lot about people 
giving their money in memory 
of the princess,” said the 
trust, administered by Mbh- 
con de Reya, Diana's lawyers. 
“We would like them to write 
and tel] us." 

The princess's office at 
Kensington Palaee said: 
“There has simply been no 
time to set np systems with so 
much happening at once.” 

MPs say Heathrow should be 
renamed Diana', Page 10 

Editorial Comment, Page 17 
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Europe today 

A deep low pressure area over 
Finland will result In Scandinavia 
being cool, windy and unsettled wrth 
frequent heavy showers. However, 
sheltered areas in the lee of the 
mountains of Noreray should be 
mostly dry. A cold front associated 
with this low will push southwards 
Into central and eastern Europe to 
bring scattered heavy, possibly 
thundery, showers wrth sunny spells. 
Northern France and The Low 
Countries will be mostly fine but 
cool. The Mediterranean countries 
will continue hot and sunny but 
thundery showers are likely near 
Tunis, southern Sardinia and Sicily. 

Five-day forecast 

Scandinavia will have a cool wind 
and showers but should become 
drier and milder. The Baltic States 
and western Russia writ be cold and 
unsettled. Central and western 
Europe will be fine with sunny spells 
at first but the west will turn showery 
and cooler towards the end of the 
week. 
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TODAY'S TEMPERATURES 


Situation at midday. Tempemtim maximum tar day. Forecasts by PA meEhsrCsrure 


Abu Ovail 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

B. Aims 

B.ham 

Bangkok 

Barcelona 


Maximum/ 
Celclus/ 
sun 39 
cloudy 28 
Mr 28 
shower 19 
sun 30 
thunder 30 
sun 17 
fair 20 
shower 36 
sui 26 


Beijing 

Belfast 

Belgrade 

Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

CJiagen 

Cairo 

Caracas 


fair 28 
far 18 
cloudy 26 
dneti 16 
Shower 29 
ctoudy 21 
Shower 32 
ctoudy 16 
lair 20 
Gfuwer 15 
sun 33 
fair 32 


Cartfff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

Delhi 

Dubai 

Dublin 

Dubrovnik 

Ecfin burgh 

Faro 


Frankfurt. 

Your hub to the heart of Europe. 

Lufthansa 


fair 19 Frankfurt 

fak 21 

Madrid 

fair 26 Geneva 

out 23 

Majorca 

ctoudy 23 Gibraltar 

Mr 25 

Malta 

ctoudy 18 Glasgow 

fair 18 

Manchester 

thunder 30 Hamburg 

rain 15 

Manila 

fair 36 Hefearki 

thundsr 14 

Mstooume 

doudy 35 Hong Kong 

ttnmd»28 

Mexico City 

sun 40 Honolulu 

fair 32 

Miami 

sun 18 Istanbul 

far 25 

WRan 

aun 27 Jakarta 

Mr 33 

Montreal 

fair 18 Jassy 

fak 20 

Moscow 

sun 27 Johannesburntfruciderie 

Munich 

Karachi 

Mr 33 

NatoXx 

L Angeles 

sun 27 

Ndpibs 

Nassau 

Las Palmas 

falrS 

Naw York 

Uma 

ctoudy 24 

Nice 

Lisbon 

sun 22. 

Nicosia 

London 

sun 22 

Oslo 

LuxJjourg 

far 19 

Paris 

■ •* LyOfl 

sun 25 

Perth 

Madeira 

Mr 25 

Prague 


sun 31 
<3*28 
fair 29 
far 18 
shower 32 
Shower 16 
shower 23 
lair 32 
sun 2a 

ctoudy 21 

rair. 13 
ram 25 
lair 27 
sun 30 
fair 32 
fair 25 
sun 27 
sun 31 
ctoudy 14 
sun 22 
shower 16 
fair 17 


Rangoon 

Reykjavik 

no 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

WeSngton 

W inn ipeg 

2 fa 1 ch 


r*i26 
fair 11 
faV25 
aun 31 
fair 24 
sun 29 
shower 33 
ctoudy 13 
Mr 22 
Ur IB 
Mr 29 
sun 31 
shower 29 
shower 20 
sui 24 
sun 26 
Mr 21 
rein IS 
thunder 28 
shower 11 
ctoudy 16 
Mr 20 


THE LEX COLUMN 

Misty Visteon 


Visteon, tbe new name far Ford's 
SlSbn components division, is pre- 
sumably meant to conjure tbe 
image of an organisation with a 
dear vision of where it is heading. 
But, if so, the US motor group is not 
telling the world what that is. 

Ideally, Ford would be trying to 
achieve three things with Visteon: 
higher sales to customers outside, 
the group; greater incentives to 
improve profitability; and an aMHty 
to take part in the consolidation of 
the global aut o m o t i ve components 
industry. The best way of achieving 
these would be to prepare Visteon 
for a separate flotation, as indeed . 
General Motors is doing with Del- 
phi, its components arm. Ford's 
rivals would feel more comfortable 
buying from Visteon if it was 
clearly independent A separate 
quote would provide greater trans- 
parency about its financial perfor- 
mance and make it easier to con- 
struct Incentive plans for staff. In 
particular, it would come under 
pressure to sell or swap assets with 
other components groups to achieve 
critical mass in a few submarkets. 

As it is. Ford is moving ahead 
with quartermefisures. It is hoping 
to increase sales to outsiders from 5 
per cent to 20 per nant of turnover, 
but has not set any date for doing 
so. Nor will it divulge Visteon’s 
profitability, let alone future tar- 
gets. On asset sales, Ford is com- 
pletely mum. This coyness no doubt 
partly stems from , a reluctance to 
wave a red rag in front of tbe US 
union buff. But the worry is that 
Ford may also lack a radical vision. 

Online services 

The long-awaited sale of Compu- - 
Serve' is a neat carve-up of cyber- 
space. H&R Block, which Is selling 
its 80 per cent stake to WorldCom 
far flibn, is hardly getting a great 
deal - the roughly $13-a-share price 
compares with the $35 at which 
CompuServe was trading a year 
j ago. But it extracted i tself from 
I a loss-making diversification and 
can get back, to Its core financial 
services business. 

For WorldCom, the deal beefs up 
its internet infrastructure to add to 
its leading position in internet ser- 
vice provision. The hungry, young 
telecommunications group should 
be able to offer new services to big 
business customers to distinguish it 
from more traditional rivals like the 
baby Bells. WorldCom is r einfo rcin g 
that position by simultaneously 
buying ANS, another infra struc t ur e 
company, from America OnLine. 


1 FT$E Eurotop 300 

954.4 (-1.4) 

CompuServe 


Share pries since flotation retathe to the 
S&P Composite 
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SOUfCK DMUUMIlflCU 

CompuServe's number one rival, 
and si gning a five-year supply con- 
tract with AOL. 

AOL, which is receiving $175m in 
cash and CompuServe ’8 3m con- 
sumer customers in return for ANS, 
also looks a winner. With 12m cus- 
tomers in the US it wfll> be five 
times the size of the Microsoft Net- 
work, its closest rivaL And Compu- 
Serve’s 850,000 European customers 
more than double AOL’s subscrib- 
ers in the region. 

AOL’s easy-to-use content and 
vigorous marketing have so far con- 
founded sceptics who thought its 
online services would be swept 
away by the mar ch of the broader 
internet Where the company has 
been less successful is in running 
co mmunica tions infrastructure. ’■ 
With luck, its deal with WarldGaah 
will not only help avoid future tech- 
nological glitches hut give it a' 
high-speed network well-suited for 
developing innovative, new content 

Guinness/GtandMet 

All tile noise over the proposed 
merger of Guinness and Gfrand Met- 
ropolitan (GMG) has come from 
LVMH's attempts to muscle in on 
the deal. But LVMH may not be the 
only source of trouble; over the 
next few months there win also be 
regulators to worry about Recent 
tension between European and US 
regulators over industrial concen- 
tration in airUnps and d gfgnre does 
not bode welL 

With over 40 per cent of the 
Scotch whisky market in the US, 
Greece and Spain, GMG was always 
likely to have to malm mnnnadims. 
But this figure is not quite as wor- 
rying as it looks: in markets where 
GMG would have a huge share, ft Is 


primarily because of the existing 
- position of Guinness or (frandMet 
And prices in these markets are 
often weak: Gordon’s accounts Six 
over 40 per cent of the UK gin mar- 
ket, for instance, but this has 
hardly helped Guinness posh 
prices. So the chances of the deal 
being hinrited look slim. 

GMG will probably give up some 
Scotch- brands in the US and Europe 
- either Buffing or passing on distri- 
bution to a third party. However, it 
would want to sell plenty of lower 
margin brands anyway, and such 
daalg should not much affect the 
rationale of the merger. But there 
could be farther delays. And if Mott 
Hennessy joins in, GMG might have 
to appease the regulators all over 
a gpjn thanks to the greater increase 
in portfolio power. 

US banks 

Can a bank be worth four times 
net assets - the price NationsBank 
is paying in its £L5bn takeover of 
Barnett Ranks of Florida? Higher 
valuations exist Britain's Lloyds 
TSB is trading on nearly six times 
. 1997 book value, but then its ret u rn 
oa equity is running at over 30 per 
cent In relative terms, US banks 
look pricey. The sector is;currentiy 
valued at 3£ times book,wtth«a 
average r e turn on -equity of ISL-'pef 
cent UK tanks^hS. cantras£4Jadfe 
an 2 J9 times bookwhUe bqastii^g. 
r e t urns of over 20 per cent German' 
and French banka command 
lower multiples, o nr average- j3sUf 
times ’ boc^ but ftefr retu8&/«re 
typically 10 per emit or less. 

Most western banks have bene* 
fited from steady economic growth,’ 
which has seduced tad debts' add ’ 
improved underlying profitability 
though cost-cutting and better risk 
TTMTiflpiMwgntl us tanks have tWO 
further attractions. First, they have 
been quick to buy back shares 
rather than blow capital an high- 
risk lending, an attitude now 
spreading to the UK. Second, with 
9,000 tanks, the US still offers huge 
scope to boost returns through con- 
solidation. NationsBank, for exam- 
ple, is promising to cut 55 per cent 
of Barnett’s cost base in two years. 

That augurs well for the bank 
sector's con tinued nn tpg rfnrma'nng 
of the stock market But big deals 
are not without risks: former sector 
darling Wells Fargo has lost a fifth 
of its value since investors realised 
it had botched its merger with First 
Interstate. 

Additional Lex on MEPC, Page 25 






Refrigerators Ernst up Easiest in hot, humid dimaies. Defrosting them is a regular unwelcome chore in the sweltering cities of 
India, Larin America, and Southern China. But thanks to Bundy's new global alliance with fteriess of America, 
a market leader m &ost-&ee technology, das problem will soon rack away. 

Fteriess has 40% of the American marker for frost-free evaporators, bur no presence elsewhere. Bandy wfflgjotalta these Pbetfe* 
ev^otarois.undenaldi^ final assemi^, sales and disnibuiion. With dtis technology, Brady can now ofe customer the widest 
range of coohng systems in the refrigeration industry making it hoc favourite p defeat: ftnsr in mriy* ma»W. 

Bundy is one of TI Group’s three specialised engineering businesses, the otheis being Dowty and John Crane. 

Each one is a technological and rnartei leader in its field. Together; their specialist skills enable 
H Group to get the critical answers right for its customers, V&ridwide. 


TI Croup 

Chbal Specialised Engineering 

For fimhcruJocmaton abou, ite TIGioup. conua tteDqHiinieiioJPitoltoAfete.D Gtottpplfi, Lamboarn Coon, Abtagdi».0>DuCBtl4 
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foreign invaders 

ikers may approve of 
igtao beer, but the 
|v}*Chinese brewery has 
«seen profits fall since it 
Jlbecame the first Hhippgp 
fCompany to list on the 
jHong Kong stock 
Sexchange four years ago. 
*A year after the arrival 
a new chairman, and a 
aonth after the 
■announcement of a 
^shake-up, can it ward off 
European brewers on home ground? Page 24 

FT markets coverage expanded 

: Today the FT expands its coverage of equity 
markets. Two daily features have been added to 
the World Stock Markets reports page: a global 

overview of cross-border developments; and an 

analysis of market trends, with particular 
emphasis on emerging markets. Page 38 

• Our statistical coverage now includes many 
more emerging markets and, for the world’s 

main exchanges, more detailed data on stock 

trading volume and price changes. There is also 

an at-a-glance markets guide, which combines 

data with pithy capsule commentary. Page 37 

• TbeFT/S&P World Indices have moved to 
the World Stock Markets prices page, where 

they join a daily feature: indices on more than 

30 emerging markets. Page 35 
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Negotiations with Omega investment house at advanced stage 

SBC may buy Brazil bank 


By Winam Lewis In New York 
and Geoff Oyer in Sao Paulo 

Swiss Bank Corporation Is In 
advanced negotiations to 
acquire a Brazilian investment 
bank in the latest example of 
efforts by European and US 
investment banks to establish 
operations in the largest econ- 
omy in Latin America. 

SBC. which in May agreed to 
pay SGOOm far Dillon Read, the 
Wail Street Investment bank, 
is in talks with Omega, based 
in Rio de Janeiro. 

The Swiss bank declined to 
comment on the negotiations 
and a possible price but a con- 


sultant said an announcement 
was “imminent 

SBC’s acquisition or Dillon 
Read was driven by its ambi- 
tion to become one of the 
world's leading investment 
banks, and it has subsequently 
renamed its Investment bank- 
ing subsidiary SBC Warburg 
Dillon Read. 

SBC's negotiations with 
Omega reflect its aim to mar- 
ket more Latin American 
equity and bond products to 
Dillon Read's clients in the US. 

"It Ls about leveraging the 
bank's franchise in markets it 
has identified as core." one 
analyst said. “SBC already has 


a presence in Latin American 
markets and this deal is about 
putting that the way of the 
extra US clients brought an by 
Dillon Read." 

Omega was founded in 1969 
and employs 134 people. Its 
largest business activity is 
equity trading and it also has a 
small loan portfolio. 

According to its annual 
report, net profits in 1996 were 
RSa.lm. up from RS574.000 the 
year before. 

Omega's principal sharehold- 
ers are Leed Participates 
with 41 per cent and EGS Par- 
ticipacfes with 37.5 per cent. 

T^e SBC negotiations repre- 


sent the latest step in the rapid 
push by foreign investment 
banks to set up operations in 
Brazil. The launch of a new 
currency three years ago and 
the subsequent reduction in 
inflation has revived confi- 
dence in the economy. 

International investment 
banks are trying to cash in on 
a boom in mergers and acqui- 
sitions. led by Brazil's large 
privatisation programme, and 
the growing number of inter- 
national stock and bond issues 
by Brazilian companies - up to 
15 are thought to be consider- 
ing issuing American Deposi- 
tary Receipts. 


However, intense competi- 
tion between the foreign banks 
has led to a sharp fall in fees, 
often to below levels consid- 
ered normal In US capital mar- 
kets. The competition is also 
increasing the pressure on 
domestic investment banks, 
man y of which are not expec- 
ted to survive. 

Earlier this year SBC signed 
a letter of intent to form a 
strategic alliance with the 
Long Term Credit Bank of 
Japan, the Tokyo-based invest- 
ment bank. SBC has also 
formed a joint venture with 
Brunswick Investments, a Rus- 
sian stockbroking firm. 


Legal 
threat 
over China 
Telecom 
leaks 

By John Ridding in Hong Kong 

The global co-ordinators of 
China Telecom’s planned Hong 
Kong listing, one of China's 
biggest international share 
issues, have warned that any 
underwriters who leaked infor- 
mation to the press will be 
barred from the issue and 
could face legal action. 

In a statement published 
yesterday at the direction of 
the Hong Kong Stock 
Exchange, Goldman Sachs 
(Asia) and China International 
Capital Coloration, Morgan 
Stanley’s joint venture in 
China, said they believed 
details communicated to the 
press “had been obtained 
through improper channels 
from information provided on 
a strictly confidential basis to 
selected analysts within the 
underwriting syndicate”. 

Under guidelines issued in 
May by the Hong Kong Stock 
Exchange, dissemination of 
information regarding initial 
public offerings ahead of con- 
sideration by the market’s list- 
ing committee could delay the 
process. 

Lawrence Fok, executive 
director of the listing division, 
speaking at a seminar in China 
yesterday, said that the sus- 
pected infringement repre- 
sented the first of its kind 
since the policy letter was sent 
to underwriters. 

The investment banks said 
they were co-operating with 
the Hong Kong Stock 
Exchange in investigating the 
suspected leak, condemning 
what they described as a "bla- 
tant disregard of confidential- 
ity”. They warned that anyone 
involved in the leak would be 
excluded from the issue and 
that they would also consider 
legal action. The statement 
reflects the importance of the 
issue, which is expected to 
raise US$2bn. 

The press reports thought to 
be involved in the case include 
outlines of the structure of the 
deal. According to those 
reports, the listed vehicle will 
include mainland mobfle tele- 
communications operations 
but not the 5.5 per cent stake 
In Hongkong Telecom held by 
Cbina Telecom's parent 
company. 



BMW yesterday unveiled the new Mini, to be made by its Rover subsidiary in the OK. It will be longer and wider than the original 


BMW’s return to Formula One 
sets up duel with Mercedes-Benz 


By Haig Simonian in Frankfurt 

BMW, the German executive 
cars group, yesterday sur- 
prised rival carmakers by 
using the eve of the Frankfurt 
motor show to announce its 
return to Formula One motor 
racing from 2000 in partner- 
ship with Britain’s Williams 
team. 

The five year contract ls 
expected to cost the company 
more than £100m (9160m) a 
year. 

It opens the prospect of a 
bitter duel for supremacy on 
the track with its arch -rival 
Mercedes-Benz. Mercedes has 
been using its own return to 
Grand Prlx racing with the 
McLaren team in recent years 
as part of its strategy to mod- 
ernise its image and attract 
younger buyers. 

The deal is also bound to be 
seen as a response to rising 
competition from Mercedes as 
well as other rivals such as 
Volkswagen's Audi subsidiary 
in the lucrative executive cars 
market. 

Bernd Pischetsrieder, 
BMW’s chairman, said the 


company had regularly consid- 
ered returning to Formula 
One, which it left in the late- 
1980s: “We were agreed the 
right time had come." Mr Pis- 
chetsrieder declined to say 
how much BMW would spend, 
bat said: “Formula One is part 
of our communications, and 
will be covered in that 
context” 

Hie return to Formula One 
will coincide with the start of 
sales of the new Mini, made by 
BMW's Rover subsidiary in 
the UK, 

The company used Its press 
conference yesterday, called to 
outline new product plans, to 
unveil the new Mini in its 
final form. Hie new model is 
longer, higher and wider than 
the current version, which 
first went on sale in 1959, and 
ls aimed at up-market buyers 
seeking a more “lifestyle” ori- 
ented vehicle. 

Walter Hasselkns, Rover's 
chairman, gave few details 
about the new car, which has 
some of the same stylistic fea- 
tures as the original Mini. 
However, he revealed Rover 
was considering selling the 


new Mini in the US market, 
from which it withdrew in the 
late 1980s. 

Mr Pischetsrieder revealed 
Rover had raised its deliveries 
to 350,000 units in the first 
eight months of this year, its 
highest figure for eight years. 


BMW sales were also helped 
in the same period by the 

weaker D-Mark. 

Sales in the US climbed by 
18 per cent to about 83,000 
units, while UK sales climbed 
by 12 per cent to almost 50,000 
units. 


Olympic 

euphoria 

boosts 

Athens 

market 

By Vincent Boland in London 

Greek share prices soared 
yesterday as the euphoria grip- 
ping the country since Athens 
won the bidding to host the 
2004 Olympic Games spread to 
the stock market. 

Athens won the right to host 
the Games last Friday after a 
meeting of the International 
Olympic Committee in Lau- 
sanne, beating rival bids from 
Rome. Stockholm. Buenos 
Aires and Cape Town. The 
news was some compensation 
for the Greek capital s loss of 
the centennial games in 2000. 
which will be held in Sydney. 

Prices on the Athens stock 
exchange went up by 7.9 per 
cent, just under the maximum 
8 per cent allowed in a single 
day's trading. The surge was 
fuelled by demand for shares 
from small investors, and the 
market is expected to continue 
climbing today and tomorrow. 

“It was a combination of 
Greek mutual funds taking a 
longer-term view and small 
investors buying a few shares 
to ride on the euphoria.'* said 
I lean a Pa noun, analyst at ING 
Barings in Athens. 

“The Olympic factor will 
have an across-the-board 
effect, but mainly in the short 
term. We might see two or 
three days of very positive 
moves and then some selling 
as big investors take profits. 
Some share prices are now at 
unjustified levels." 

Turnover for the day 
reached Drl9bn ($66. 4m) - 
high for a normal day’s trad- 
ing on the Athens exchange 
but relatively low for one in 
which the index jumps by so 
much. Many “buy" orders 
were not met, with few sellers 
of shares. 

A massive spending pro- 
gramme will get under way 
shortly to build the Games 
infrastructure in Athens. This 
is expected to cost Dr800bn, 
with much of the financing 
coming from the budget But 
in general, analysts were wary 
of suggesting Greek shares 
were due for a re-rating. 

Stuart Harley, who follows 
Greek stocks at Schraders in 
London, said the spending 
commitments would exacer- 
bate fears about Greece's bud- 
get deficit, which has been the 
focus of concern for inter- 
national investors. 
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Jardine Matheson plans 
$300m HK redevelopment 


By John Ridcfing In Hong Kong 

Jardine Matheson yesterday 
gave a vote of confidence to 
Hong Kong and its commercial 
property market, announcing 
plans for a USSSOQm redevelop- 
ment of Swire House, one of its 
prime Hong Kong property 
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The proposed development 
will be one of the biggest 
investments in the territory by 
Hongkong Land, the property 
arm of the UK-controlled con- 
glomerate. It reinforces the 
group’s optimistic, assessment 
of business prospects after the 
transfer of sovereignty in July 
and follows last week's 
announcement of its first foray 
into China's residential prop- 
erty market 

Percy Weatherall, managing 
director of Hongkong Land, 
said: “The time is right for 
Hongkong Land to maximise 
the value of its oldest property 
in Hong Kong.” The company 


played down concerns about 
the increased supply in the 
central business district argu- 
ing that demand would be suf- 
ficient 

"U you believe, as we do, 
that there will be strong eco- 
nomic growth in China and 
Hong Kong then there should 
not be oversupply,” said Rob- 
ert Wong, executive director. 
He predicted that an average 
supply of about iJBm sqft of. 
grade A office space over the 
next three years would be 
absorbed before completion of 
the Swire House redevelop- 
ment 

Under Hongkong Land's pro- 
posals. redevelopment of the 
35-year-old property will start 
in October next year. Comple- 
tion ls expected in 2003. 

The new building will have a 
net floorspace of 493,000 sq ft, 
comprising a 30-storey office 
tower above a three-level 
podium and a three-level base- 
ment. ft will provide 474 ,000 


sq ft of office space, with retail 
areas taking up the balance. 
The building will also have 120 
parking spaces. 

The largest current tenant of 
Swire House is Cathay Pacific, 
the airiing that is the territo- 
ry's de facto flag carrier. It is 
jointly controlled by Britain's 
Swire group, and Cttic Pacific, 
the Hong Kong arm of Bei- 
jing's flagship investment 
vehicle. According to Hong- 
kong Land. Cathay Pacific will 
relocate its head office to Chek 
Lap Kok, the territory's new 
airport which is scheduled for 
completion next spring. 

The announcement of the 
redevelopment following news 
of the US$100m mainl and joint- 
venture residential project sig- 
nals increased activity at 
Hongkong Land. The group is 
one of Hong Kong’s biggest 
landlords, owning and manag- 
ing some 5m sq ft of office and 
retail space in the central busi- 
ness dikriet 
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COMPANIES AND FINANCE: THE AMERICAS 


Iberia dropped from BA/AA alliance 


By NBchael SkapMcar, 

Aerospace Correspondent - 

British Airways and American 
Airlines have dropped plans to 
include Iberia of Spain in their pro- 
posed alliance. 

BA and American announced in 
July that they were considering 
buying up to 10 per cent each in 
Iberia. BA said then that it would 
talk to Iberia about including it in 
its alliance with American, which 
has yet to be approved by regula- 
tors in Brussels and Washington. 
The proposed BA/American alli- 


ance envisages extensive co-opera- 
tion between the two airlines. 

However, in an attempt to speed 
approval of their link-up. BA and 
American have told US regulators 
that their relationship with Iberia 
will be limited and separate from 
their alliance. 

The US department of transpor- 
tation said it had received assur- 
ances from American that it would 
have no more than a traditional 
code-sharing relationship with 
Iberia, which would allow them to 
sell seats on each other's flights. 

American told the US authorities 


that it would have “limited co-ordi- 
nation" with Iberia to improve cus- 
tomer service "while maintaining 
competition where the two carriers 
offer overlapping services” . 

American said Iberia would have 
na role in the BA/American alli- 
ance “in terms of common corpo- 
rate strategies, marketing, yield 
management, capacity planning or 
pricing". Both BA and American 
said yesterday, however, that they 
were still studying the purchase of 
equity stakes in Iberia. They are 
due to reach a decision by the end 
of the year. 


The US department said it 
intended to hold hearings on the 
merits of the proposed BA/Ameri- 
can alliance, although it did not 
say when these would take place. It 
rejected a request by opponents of 
the alliance, such as United Air- 
lines of the US and Virgin Atlantic 
of the UK, that these hearings 
should take place before an admin- 
istrative law judge. The hearings - 
will be conducted by a senior 
transport official- . 

The department also said that it 
Intended to examine certain confi- 
dential BA and American docu- 


ments relating to the alliance 
before deciding whether these 
should be made available to oppo- 
nents of the link-up. 

Robert Ayling. BA chief execu- 
tive, yesterday defended the 
planned link-up with American, 
saying; “It gives us nothing beyond 
the competitive capabilities of 
o ther gyisHytg global affiances." 

Mr Ayling told a conference of 
US travel agents- in Glasgow that 
the proposed alliance with the 
North American carrier had 
attracted, envy from other carriers 
and the “stick” of the regulators. 


W orldCom steals a march on its rivals 

Yesterday’s CompuServe deal gives the telecoms group a strong presence in the internet sector 


J ust over a year ago, Bcr- 
nie Ebbers, chair man of 
WorldCom, set the pace 
in the US telecommunica- 
tions industry by combining 
his long-distance carrier 
with MFS, a company which 
had built local networks in a 
number of US and European 
cities. 

The message - that power 
would reside with those car- 
riers which own the wires 
and switches required to 
carry a call from end to end 
- has only been reinforced 
by the subsequent delays 
that have dogged the prog- 
ress of deregulation in the 
US. 

Yesterday, the WorldCom 
boss revealed a deal that will 
leave his Mississippi-based 
company with a far stronger 
presence in the fast-growing 
business of the internet 
By buying CompuServe, 
then swapping the com- 
pany's online information 
business for America 
Online’s network infrastruc- 


ture operations, WorldCom 
seems to have pulled off 
something of a coup. 

It has at once assumed a 
new base of customers (the 
1,600 large businesses which 
used CompuServe for intra- 
net and other data network 
services), expanded the 
capacity and reach of Its 
own data network and 
become the largest supplier 
to an enlarged America 
Online. 

It was hardly surprising to 
see the share prices of 
WorldCom and America 
Online jumping: both have 
emerged with a stronger 
base in their chosen core 
businesses after picking over 
the carcass of one of the 
internet’s first big victims. 

The CompuServe carve- up 
- - and AoL’s decision to 
abandon its own infrastruc- 
ture business - also provides 
some clear pointers to the 
impact the internet is begin- 
ning to have on telecoms 
companies around the world. 



Switched on: WorldCom was quick to realise the import a nce of wire control 


The industry is beginning to 
favour those with the great- 
est geographic reach and the 
volume of business to give 
them economies of scale. 

B rian Brewer, senior 
vice-president at. MCI 
Communications in 
charge of marketing to busi- 
nesses, says: “This is very 
much a scale game - World- 
Com must see that as very 


much one of the advan- 
tages." 

MCI is taking a similar 
route. Its annual internet 
revenues are running at 
$250m. Combining with Brit- 
ish Telecommunications will 
give it the sort of interna- 
tional reach that WorldCom, 
whose business strategy is 
similarly focused on large 
businesses, is also seeking. 

WorldCom says it is trying 


to stay ahead of a new. group 
of giant telecoms- companies 
which have their eyes on the 
fast-growing data services 
business. “The largest play- 
ers have not been heard 
from yet," say; John Sidg- 
more. chief operating officer 
and head of its UUNet sub- 
sidiary. .i 

Digesting theoperatiansaf 
both AoL and CompuServe 
will give it the economies of 


scale needed to compete 
with the giant US local tele- 
coms carriers and others 
which will soon became big 
competitors, he says. 

The move throws a clear 
challenge to rivals such as 
GTE and Sprint, both of 
which have made acquisi- 
tions this year to try to boost 
their internet infrastructure. 

. Both Sprint and GTE. the 
■latter through BBN, an 
internet company it recently 
acquired, are big providers 
of services to America 
Online, and wffl remain so. 
But they have seen a big 
competitor steal a march cm 
then. 

The new relationship will 
not affect AoL’s with either 
. of its existing suppliers, Mr 
Case was at pains to say yes- 
terday. But the sight of the 
pushy WorldCom muscling' 
in to become such. a promi- 
nent rival wfll have not been 
lost on either of them. 

Richard Waters 


US insurers achieve best results for more than a decade 


By John Authera 
in New York 

US general insurers rode 
abnormally fair weather *»n«i 
tiie continuing bull market 
in equities to record their 
best results for more thaw a 
decade during the first six 
months of this year, accord- 
ing to consolidated esti- 
mates published yesterday. 


However, revenue growth 
remains slow and doubts 
remain whether the indus- 
try will be able to sustain its 
cur re nt profitability without 
consolidation, or expansion 
into overseas markets. 

Total profits for the indus- 
try were $18.1ba for the first 
six months, a 53.7 per cent 
improvement on the $lL8tm 
recorded in the first half of 


1996, according to the New 
York-based Insurance infor- 
mation Institute. Catastro- 
phe losses fell from $4JJbn 
in the first' half of last year 
to $l-8bn. 

This helped total under- 
writing losses fall to $2.4bn, 
far below the $9.3bn 
recorded a year earlier, and 
comfortably covered by pre- 
tax investment income of 


$21 Jflm, up l&8 per coat mi 
a year ago. 

The industry's “combined 
ratio” - the standard mea- 
sure of underwriting profit- 
ability whSch.expresses the 
total paid on administrative 
costs and losses as percent- 
age of total premiums 
received - dipped to its low- 
est level in the 15 years the 
figui e s have, Jweu collected 


to 100.6, well below the 
106.0 recorded in the second 
quarter last year. 

But revenue growth, 
picked up only slightly 
compared with recent 
trends, with .total premiums 
paid to insnrm of $69.7bn, 
up 4.4 per cent from the' 
$6&8bn recorded to the first 
half of last year. Uns com- 
pared with- growth a year. 


earlier of 2~5 per cent. 

Sean Mooney, the insti- 
tute's chief economist, said: 
“Growth in revenue is 
essential if the industry’s 
finances are to continue to 
show solid profitability. The 
industry cannot, rely indefi- 
nitely oh -unusually low 
catastrophes and record 
stock market prices as its 
engines of profits, 1 *: 




AMERICAS NEWS DIGEST , 


Cylink in $83m 
Israeli purchase 

Cylink, the US network security company, yesterday 
hnn ght Algorithmic Research, an Israeli company special- 
ising In remote access, software products mid smart card 
technology, for$S3m. The deal, in which Cylink wfll pa; 
$44m cash and over 2.9m shares of Cylink valued at 
$38,701, will complement Cylink’s existing network secn- 
rity products. ' 

But it confirms growing inte rnational interest in 

Israel’s high technology sector, particularly internet-re- 
lated products. In recent weeks, Deutsche Telekom, 
Europe's largest telecommunications group, and Siemens, 
the German electronics company, brought stakes in two 
Israeli companies. 

Koor Industries, Israel’s largest conglomerate, hdd a 27 
per cent stake in Algorithmic Research through Telradk 
Holdings and Koor Capital Markets, its two subsidiaries. 
Koor said it will receive a gross payment of Slim and 
692,784 shares, the equivalent of 2.4 per cent of Cy link's 
share ca pital Algorithmic Research had sales of $7.25tn 
last year- Judy Dempsey, Jerusalem 

■ GENERAL SIGNAL 



Stock tumbles on profits warning 

Industrial conglomerate General Signal Carp said a series 
of di fficulties at four units may cause 1997 net earnings to 
fall below the $133.4m earned in 1996. 

“In any case, unit operating results will be below last 
year by five to 10 per cent.” Michael Lockhart, chief exec- 
utive. caifi He described the company’s reduced expecta- 
tions as “deeply disturbing" . 

Earlier, the company announced that 1997 operating 
earnings would fall short of expectations by about 35 - 

cents a share from estimates of $2£5 to $2.95. General Sig- 
nal’s shares felljsy. to $39*4. Reuters, New York 

■ SAVANNAH FOODS 


Imperial Holly’s offer preferred 

Sugar gfowt Sav annah Foods & Industries said it had cho- 
sen to be twfcgn over by Imperial Holly Corp in a deal val- 
ued at nearly $50Qm and would not be merging with Flo- 
Sun. Savannah had planned to merge with Flo-Sun, which 
is the parent of raw sugar producer Florida Crystals, until 
two weeks ago when a competing offer was received from 
Imperial Holly. Savannah said it sent Flo-Sun notice to 
ter mina te its previously announced merger agreement 
But it said that its merger agreement with Flo-Sun gives 
tiie company until September 11 to adjust the terms of its 
agreement 

A Savannah spokesman was not immediately available 
for comment but according to the statement the company 
is continuing discussions with both Flo-Sun and Imperial 
Holly as to terms for which Savannah Foods might be 
merged or acquired- 

Savannah said the imperial Holly deal calls for the com- - 
pany to pay $1&75 in value per share of Savannah Foods 
common stock, comprised of 70 per cent cash and 30 per 
cent Imperial Holly common stock. Under the terms of the 
FloSun agreement. Savannah Foods stockholders would 
have received 41.5 per cent of a newly formed company. 

„ Reuters, Savannah, Georgia 

Comments and press releases about international 
companies coverage can be sent by email to 
intematioriaLcomjjarues@ft.com 



GEOBAE EMERGING MARKETS: LONDON '97 
The Mining Investment Summit 

ROYAl IANCASTER HOTEL 
HYDE PARK 

LONDON SEPTEMBER 15-16, 1997 
WHY YOU SHOULD ATTEND 

Global Emerging Markets: London *97 offers an opportunity for fund managers and analysts to come 
together and compare notes. It is a meeting place to discover dynamic mining companies— like the 
ones that are operating in the emerging markets. 

Global Emerging Markets: London *9 7 is the summit that allows you to hear about global mining 
investment from a wide variety of perspectives. 

Hear the perspective of global investors*. 

how they identify the fast growing companies that will grow by exploration and development and 
through die acquisition of new properties. 

Hear from the political strategists and worldwide organizations*. 

how they minimize risk successfully and ensure support by international development agencies in 
the mining project. 

A FEW OF THE PRESENTATIONS 

The Rise of Pension Funds will Change the 
Global Economy in the 21st Century 

David Hale 
Chief Economist 


Zurich Kemper Investments Inc. 

Finding Value for Shareholders 
in Globa! Growth 

Dr. John M. Morganti 
Vice President - Gold 
Tech Corporation Ltd. 

European Stability: 

EMU Impact on Foreign Markets 
Bemd Fischer 

Chief of Protocol, Head of Foreign Relations 
Gty of Berlin 


Value investing at Market Lows 
Alan R. Hill 

Executive V.P., Corporate Development 
Barricfc Gold Corporation 


Equity Finance in Today's Market - Where 
are the Alternatives? 

John Barker 

Vice President, Global Mining 
RBC Dominion Securities 

Ministries from Visiting Countries 
Argentina - Liberia - Mexico - Nigeria 
Norway - Sweden - Vietnam 


A FEW OF THE SPONSORING COMPANIES 

America Mineral Fields Inc • An an Resources Ltd. • Barrick Gold Corporation * Bema Gold Corporation • Business 
Monitor International Ltd. • Casmyn Corporation • China Clipper Cold Mines Ltd. • Consolidated Granby • Cusac Cold 
Miras Ltd. • David Williamson Associates Limited • DiamondWorks Ltd. • Eldorado Cold Corporation • Explore Minerals 
Corporation Ltd. • Fairttar Explorations Inc • Gokfoelt Resources Ltd. • Golden Star Resources Ltd. • Gordon Capital 
Corporation • Hunter Dickenson Inc • IBK Capital Corporation • Indochina Goldfields Ltd. • International Toumigan 
Corporation • International Wayside Gold Mines Ltd. * Kenor ASA * Lanta Bank Commercial • Latin American Newsletters 

• Lyon Lake Mines Ltd. • Meridian Gold Company • Metal Bulletin pic • M index ASA • Nelson Gold Corporation Ltd. « 
Noranda Mating and Exploration • North Atlantic Resources AB • Northern Crown Mines Ltd, • Northern Orion Explorations 
Ltd. • Panorama Resources NL • Patrician Gold Mines Ltd. • Peter Grandich Company, Inc • Platt's Metals Week • 
Resolute Limited • Reunion Mining PLC » Rex Diamond Mining Corp. Ltd • Rift Resources Ltd. • SGS Sotiete Generate 
de Surveillance 5 A. * South American Gold & Copper Co. • Southern Era Resources Ltd. • Sl Genevieve Resources Ltd. 

• Summex Mines Ltd. * Tecfc Corporation Ltd. • Tenke Mining Corporation • The Mining journal Ltd. • The Mining 
Record • Trivalence Mining Corp. • U-S. Global investors Inc • Ursa .Major International • Viking Gold Mines • 

Virginia Gold Mines * Yamana Resources Inc • Yorkton Securities Inc 

For Sponsorship, Exhibit or Registration Information: 

INTERNATIONAL INVESTMENT CONFERENCES, INC 
6310 Sunset Drive, Miami, FL 33143-4823 
Phone 305 669-1963 • 800 282-7469 (US & Canada) • Fax 305 669-7350 
Email: iiconf@iiconf.com • Website: www.iiconf.com 



Wednesday September 10. 

the inC J U ?"? insishts int0 t,IG US Telecommunications Act and 

- ety impact rt wrU have on the future of the industry. So. buy the FT tomorrow - it will get you talking. 

FINANCI AL TIMES 

No FT. no comment. 
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By Min Labate ki.Nflw York 

Bames & iJoble, the loading 
■ US; book retailer, baa m«Hp 
• little impact oa . Ama-. 
kon.com,' market leader in 

- the growing internet book' 
selling business since, it 
lannched. its own website 

; sales -aimed at household 
users in May, according to 
new figures. 

Media; -Metrlx, the Calif- 
cmla market research firm' 

- formerly . known as PC 
Meter, said Barnes & Noble 
has seen its share of cus- 
tomer visits to its website 
steadily eroded after an ini- 
tial wave of interest follow- 
ing its launch. 

The figures do not reflect 
numbers of actual online 
book sales, but rather- 
"audience reach", or 
percentage of . households 
that access each site at least 
-once a month. 

In May, Media Metric 
reported that Barnes & 
Noble's website was 
accessed at least once by 0.5 
per cent of PC households - 
or about 90,000 homes out of 
a total of 13m PC house- 
holds. In June its share fell 
to OA per cent (about 72,000 
homes) and to 0.3 per cent 
(57.000 homes) in July. 

-• Amazon’s "audience 
reach" during the same time 
continued to grow, rising 
from 3.1 per cent of house- 
holds in May (about 558.000 
homes) to 3.2 per cent in 
June (576,000 homes) and 4 
per cent in July (760,000). 
according to Media Metrix. 

Analysts are quick to note 
that Barnes & Noble, which 
has built a well-known 
brand name and come to 
dominate the retail market, 
is new in the market They . 
say the at-home online mar- 
ket represents less than half 
the total online market. 

The company Is also 


Investors ally 
against GMD 


By Daniel Dombey 
in Mexico Cily 

International bondholders 
in Grupp Mexlcano de 
DesarroDo (GMD), the trou- 
bled Mexican construction 
concern, have formed a- 
group to negotiate with the 
company and liave taken 
legal -counsel, according to 
Wall Street sources. 

Last month GMD 
announ ced that it could not 
pay $ 10.4m in interest due 
oh .an. outstanding $2 50m 
eurobond and also said that 
it would try to renegotiate 
more than $2 50m of com- 
mercial bank debt 

The development follows 
the formation of similar 
groups in the wake of the 
1095 peso crisis by creditors 
of SLdek, a steel and tourism 
conglomerate; and Aero- 
m&rico, the country's lead- 
ing airline. 

Aerom6xico. has now 
rebuilt jts financial struc- 
ture, but Sidek is continuing 
discussions with creditors. 

,GMD*s decision came after 
the government announced 
a $7.6bn programme to 
re stru cture Mexico’s private 
road sector, hit by the fail- 
ure of toll road projects 


launched in the 1980s. The 
government scheme refunds 
construction companies for 
unpaid fees from road opera- 
tors. but obliges them to 
write off their investment in 
the roads. 

GMD, which had been 
more aggressive in estima- 
ting the book value of its 
road investments than the 
other two main construction 
groups, was the worst 
affected. 

It will receive only 5309m 
for road assets it had 
valued at 5938m, a step 
which will transform share- 
holders’ equity of 5470m 
into negative equity of 
about 5150m. 

The eurobond covenant 
required the company to 
maintain equity value of at 
least 130 per cent of the face 
value of its outstanding 
eurobond, a condition which 
has now been broken. 

The group of bondholders, 
which is understood to 
include big US and Euro- 
pean investors in the com- 
pany. wants to negotiate its 
Haims alongside the holders 
of the bank debt rather than 
waiting, as the company has 
indicated, for the bank debt 
to be settled first. 


Lucent chips 
‘to dominate’ 


By Alan Cane 

Lucent Technologies, the 
leading telecommunications 
"manufacturer, yesterday 
announc ed a new family of 
-silicon .chips specially 
designed for the fast-growing 
communications market. 

It hopes the new designs 
will become the communica- 
tions industry standard in 

the same . way that Intel s 

microprocessors dominate 
the personal computer busi- 


The chips, called digital 
si gnal 'processors (DSPs), lie 
at the heart of modem com- 
munications equipment, 
transforming audio ana 
video jMgimiB at ultra high 
speeds and 1 making possible 

mobile' communications and 
multimedia transmissions. 

•The. current value of the 
worUTmarket for DSPs is 
estimated at up to $3hK it is 
expected to more than dou- 
ble to JSJbn by 2000. 

• Texas Instruments is the 
world's loading producer of 


DSPs, with about 40 per cent 
of the market, followed by 
Lucent (30 per cent) and 
Analog Devices (14 per cent), 
all of the US- 

According to Lucent, the 
first of its new family of 
DSPs will consume up to five 
times less power and use 
five times less external mem- 
ory than competing devices 
such as TTs C6X. 

It says it will make possi- 
ble the manufacture of base 
station electronics for cellu- 
lar phones no larger than a 
commercial smoke detector 
and greatly increase capac- 
ity for Internet service pro- 
viders. 

John Dixon, vice-president 
of the integrated circuit divi- 
sion of Lucent’s microelec- 
tronics group said the new 
DSPs were the first to be 
designed specifically for 
communications. 

Meanwhile. Intel yesterday 
announced a high speed Pen- 
tium microprocessor 
designed specifically for 
mobile personal computers. 1 

i .. ... .. 


Banking on Latin emerging markets 

Boston regional bank embarks on campaign to build several businesses in South America 

N ew England might it la known there, set up in * ing heavily in credit cards nominated eurobor 

seem an unlikely Argentina in 1917 to finance ; , , and consumer lending in for the region, witl 

base for a Latin wool merchants. It launched 53* Brazil, where it is also - a figure which ] 


expected to announce a new 
strategic plan today, a move 
which could quickly boost 
its sales online. But other 
trends suggest that Barnes & 
Noble may be having diffi- 
culty balancing its bricks- 
and-morter retailing with 
the Internet retail market. 

One problem is pricing. 
Both Barnes & Noble and 
Amazon oiler 30 per cent off 
in-stock hardbacks and 20 
per cent off paperbacks. But 
Amazon takes. 40 per cent off 
a selection of 500 titles 
known as "editor’s picks". 

Barnes & Noble said it 
does not plan to offer deeper 
-discounts. "We're very com- 
fortable with the current pri- 
cing of the site right now," 
said Steve Aiggio, chief oper- 
ating officer at Barnes & 
Noble. 

“it’s surprising that 
Barnes & Noble would let 
Amazon have a competitive 
advantage on price," said 
Craig Bibb, analyst at Paine 
Webber in New York. Barnes 
& Noble introduced strong 
price competition on its site, 
but Amazon has matched 
and even offered lower 
prices on certain titles. 

"To date Amazon has a 
lead In site-depth," said Jill 
Frankie, analyst at Interna- 
tional Data Corp in New 
York. "With repeat buyers 
and the community, of 
reviews commenting on 
books, Amazon is deeper 
than what Barnes & Noble 
has established." 

In other areas, the two 
companies have competed to 
arrange relationships with 
other internet providers in 
order to attract more book 
shoppers to their sites. 

Last week, Amazon also 
announced a new -leased 
warehouse in the eastern US 
which is expected to , 
increase its distribution and : 
delivery. 


N ew England might 
seem an unlikely 
base for a Latin 
American banking business. 
But it is from downtown 
Boston that BankBoston, 
formed last year from Bank 
of Boston's takeover of local 
rival BayBanks, has 
embarked on a campaign to 
build several businesses in 
the region. 

The plan is to use the 
bank's existing base in Latin 
America as a platform to 
move into International capi- 
tal markets, specialising in 
emerging markets debt. 
BankBoston also wants to 
i use its customer base to 
export US high technology 
distribution systems, such as 
the internet and ATMs (auto- 
mated teller machines), to 
establish a dominant posi- 
tion in the infant South 
American market for 
savings and Investment 
products. 

Although traditionally 
regarded as a New England 
regional bank, BankBoston’s 
current strategy makes it 
more similar to Citicorp, 
long committed to globalisa- 
tion. new delivery systems 
and emerging markets, than 
to any other US competitor. 

The key is to leverage the 
base it already has in the 
region. Banco de Boston, as 


it Is known there, set up in 
Argentina in 1917 to finance 
wool merchants. It launched 
in Brazil 50 years later. 

It has the third largest 
international network of any 
US bank with more than 100 
branches In the region. Its 
visible branded presence is 
symbolised by its stolid Bue- 
nos Aires headquarters - 
made early in the century 
with granite imported spe- 
cially from New Hampshire. 
In the bank's plans through 
to the year 2001. it is looking 
for 20 per cent annual 
growth in Latin America. 

Chad Gifford, chief execu- 
tive, is clear that the bank is 
ambitious: "We think given 
our brand we can become 
the pre-eminent mutual fund 
provider In these countries. 
And the same goes for credit 
cards and pensions. We 
think we can be a market 
leader offering these prod- 
ucts which are basically new 
to these countries." 

Henrique Campos de Mer- 
eilles, the bank president 
and a Brazilian national, 
says new distribution 
systems would be central to 
this strategy: "Our idea is 
that we will in due time be 
the only alternative source 
to the large retail banks 
because we are building a 
portfolio of customers via 
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Banco de Boston’s granite headquarters in Buenos Aires 
symbolises a US presence that has existed since 1917 


the credit card and via 
mutual funds - it’s very 
much like what US compa- 
nies such as Fidelity, 
Schwab and American 
Express are doing." 

He says some of these 
products are so new It is pos- 


sible to build market share 
very' swiftly. Within a year 
of Launching mutual funds 
in Argentina it had a 20 per 
cent market share, offering 
local market funds investing 
in Argentine securities. 

BankBoston is also invest- 


ing heavily in credit cards 
and consumer lending in 
Brazil, where it is also 
introducing on-line "home 
banking". 

While selling investment 
funds through the internet 
in Brazil seems unorthodox, 
its move into capital mar- 
kets looks possibly even 
more daring. 

Several large regional 
commercial banks have 
attempted to build capital 
markets operations outside 
New York in the past few 
years, and most have been 
unsuccessful. Persuading 
staff to leave New York, and 
then retaining them, has 
proved a key difficulty. 

But BankBoston is deter- 
mined to stick with Its own 
operation, which it started 
in 1994. just as the Mexican 
currency crisis was becom- 
ing acute. 

It was built around Ignacio 
Sosa, a former Buenos Aires- 
based Bank of Boston 
employee who had been 
working far Bankers Trust 
in New York. 

Mr Sosa's aim is to put 
BankBoston into the top five 
US hanks for Latin Ameri- - 
can debt issuance, and in a 
few highly specialised cate- 
gories it is almost there. For 
example, it ranks sixth so 
far this year in US dollar-de- 


nominated eurobond issues 
for the region, with Sl^lbn 
- a figure which puts it a 
long way behind Merrill 
Lynch and J.P. Morgan but 
close on the heels of the 
likes of Goldman Sachs and 
Salomon Brothers. 


M r Sosa can already 
point to a few 
deals which show 
the bank is being taken seri- 
ously by issuers, including a 
$500m eurobond for Panama, 
the first ever, which was 
heavily oversubscribed on 
its launch earlier this year. 

Again, the key is to lever- 
age the bank's corporate 
relationships in T-»*in Amer- 
ica. These, it hopes, will 
counteract its obvious disad- 
vantages compared with the 
well developed distribution 
networks of the large Waff 
Street competitors. 

Mr Gifford is adamant that 
the bank's move into capital 
markets is permanent. 
"We're sticking with this 
business. Given our choice 
to invest in the US where 
there are many competitors 
or in Latin America where 
there aren't so many, it’s 
easy to see why we are so 
excited and aggressive down 
there." 

John Authers 


THE FIRST SIX MONTHS 




PRODUCING RESULTS 
FOR OUR CLIENTS AND 
OUR SHAREHOLDERS. 


• $3.4 BILLION IN REVENUE 

• $922 MILLION IN PROFIT BEFORE TAX 

• 18.6% RETURN ON EQUITY 


DONE. 


Credit Suisse First Boston, operating in its new form since January, 1997, reported business unit 
results for the six months to June 30th as part of Credit Suisse Group’s results announcement. They are what 
you'd expect from the world's first truly global corporate and investment banking firm. 


CREDIT FIRST 
SUISSE BOSTON 


THE GREATER THE RESOURCES, THE GREATER THE POSSIBILITIES 
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Tlui announcement appears as a matter of record only 


May 1997 


A 

Auchan 


has acquired 49% of Eurofind and has sold its 
commercial centres trading in Italy to 


Gruppo Rinascente 


Nomura acted as financial advisor to Auchan Italia 


NOAVURA 

K INI O W HOW 

Nomura Italia SM.pJ\.. Via Turati 16/18. 20121 Mfeno 
ToL (39 2] 6235.278 Fax. [39 2] 855 2387 

Nomura International pic, Nomura House. 1 St Martm's-Ie-Grnnd, London EC1A 4M> 
ToL (44 171) 521 2251 Rax. (44 171) 521 3593 
Web site: www.nomura.co.uk 

Nomura JrucmauonjJ pic is regulated by dw Secuniu=> & Futures Authority and Is a member 
nf the London Stock Exchange 



Memll Lynch & Co., 
Inc. 

£100,000,000 
H<Mb« Rate Notes doe 3001 
Foe xhc Lnrtrou petted from ttfa 
Squrxnfeer, 1997 mWiDoomber. 1997. 
dir Non wd cany a Rate of lumen 
9' 7J125 per cent, per annus. The 
Coupon Ashum per £I£00 Near mO 
beII&7J: £ 10000 NocrwlD bed 87 JO 
and OOJjOOO Nor wlD be Ilj87Z.« 
Forabb: on -kh December 1997. 


ITOCHU CORPORATION 
(C. Hob and Co. limited) 
ANNOUN CE THE FOL LOWING 

According ro die Articles of 
lacoeporMroo, the Interim Dividend 
for the year ended 31st Mon* 1998 
dull be paid oo Shareholders of final 
record » of 3<Xh Septem b er 1997. 
The amomn and rime of payment 
thereof shall be decided at a Board 
Meeting lo be hcJd the middte of 
Nmendwr 1977. 


BUSINESSES 
FOR SALE 


Appear fat the Financial Times 
on Tuesdays, Fridays and Satwdays. 
For further Mo unatl on 
or to adwarttea fat tids sactitw 


LesEchos 


The FT can help you reach 
additional business readers in 
France. Our link with the French 
business newspaper. Les Echos, 
gives you a unique recirutmem 
advertising opportunity to 
capital be on the FT t European 
readership and to further target 
the French business world. 

For information on rates and 
further details please telephone: 

Toby Findcn-Crofts on 
+44 171 873 4027 
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Dresdner units to be merged 


By Andrew Fisher 
in Frankfurt 

Dresdner Bank is merging 
its three mortgage banking 
subsidiaries to create Ger- 
many's thir d largest h ank in 
the propert y lending sector. 
It said yesterday it wanted 
to develop a stronger 
competitive position in the 
domestic and European mar- 
kets. 

The move takes place 
amid growing consolidation 
among German banks, with 
Dresdner having signalled 
plans to expand in the US 
and co-operate more closely 
with Allianz, the big German 
insurer which owns 22 per 
cent of its shares. 

It also comes as two big 
Bavarian hanks ana pressing 
ahead with a merger to cre- 
ate the country’s second big- 
gest bank - Bayerisehe 


Hypo- und Vereinsbank - 
which will also be the 
largest German mortgage 
hank. 

The Bavarian h ank will 
have total assets of some 
DM743bn (?4iim) against 
DMl32bn for the merged 
Dresdner unit, to be called 
Deutsche Hyp - Deutsche 
Hypothekenbank Frankfurt - 
Hamburg. Number two In 
the market is DePfa Bank, 
with DM1 72 bn. 

Bernhard Walter, a Dresd- 
ner director, said the Bavar- 
ian merger - which brings 
together Bayerisehe Vere ins- 
bank and Bayerisehe 
Hypotheken- und Wechsel- 
Bank - bad not influenced 
the decision to merge Its 
mortgage banking 
operations. Dresdner had 
begun considering the move 
a year ago. 

To achieve the first stage 


of the Bavarian merger, 
Vereinsbank must obtain at 
least 40 per cent of Hypo- 
Bank shar es ip an exchange 
Involving part of its stake in 
Allianz. The closing date is 
tomorrow. 

The bank has said it is 
confident of success, with 
institutional shareholders of 
Hypo-Bank - accounting for 
roughly half its shares - not 
expected to reveal their deci- 
sion until the last day or so. 
The result of the offer will 
be announced by September 
16. 

Analysts welcomed Dresd- 

ner’s decision to merge its 

mortgage units, saying It 
strengthened their profitabil- 
ity and concentrated their 
lending and new issue 
operations. 

The banks being merged 
are Deutsche Hypotheken- 
bank Frankfurt. Hypothek- 


enbank in Hamburg and 
Norddeutsche Hypotheken- 
und Wechsdbank. 

Together, they accounted 
for mortgage loans of 
DM55bn last year, nearly 
three-quarters of the Dresd- 
ner Bank group's total loans 
in this category. Including 
loans to local authorities, 
they accounted for 38 per 
cent of Dresdner's total loan 
volume. 

Mr Walter said the cre- 
ation of Deutsche Hyp, based 
in Frankfurt, would increase 
the profitability of the 
group's mortgage operations 
and give it a strongs' pres- 
ence in western and eastern 
Europe, especially with the 
approach of the single cur- 
rency. 

The is also to increase 
the bank's role in the issue 
of pfandbriefe (mortgage- 
backed securities). 


Boxster drives Porsche ahead 


Porsche, the German luxury 
carmaker relying on. a nar- 
row two-model line, said yes- 
terday sales and profits 
soared last year on robust 
demand for its new two-seat 
Boxster model. Renters 
reports from Frankfurt 

Without giving a specific 
figure, Porsche said profits 
in the year ended July about 
doubled from last year's 
DM48. lm on sales growth of 
43 per cent to about DM4bn 
(£L21bn). 

The carmaker, which has 
seen profit and sales climb 
since incurring a loss in 
1992-93, said it produced 
32,300 cars last year, an 
increase of 60 per cenL 

Wendelin Wied eking, 
chairman, attributed the 
strong results largely to the 
popularity of its new Boxster 
model - a sleek roadster 
which has seen demand far 
outstrip capacity. 

“We thank above all the 
Boxster as the new second 
model, but also strong, 
unbroken demand for the 
911." he said. 

The company said that 
while sales climbed to 
DM4bn last year, turnover 
got a boost of DM300m from 
the consolidation of its US 
and Spanish units. 

With -the Boxster selling 





Top gear: demand for Porsche’s Boxster, launched last year, has far outstripped supply 




well, Porsche will introduce 
the successor to its 34-year- 
old 911 model at the Frank- 
furt car show today. 

The car, which carries a 
911 badge, has been com- 
pletely reworked and, in a 
departure from its predeces- 
sor's air-cooled engine, 
will have a water-cooled sys- 
tem. 

“They haven’t chnnged the 
basic concept, but it reflects 


technological progress,” said 
Lothar Lublnetski, car ana- 
lyst at Enskilda Corporate in 
London. 

Porsche said yesterday it 
would sell at least 38,000 
units in the 1997-98 year, lift- 
ing turnover to DM4.5 bn, as 
Boxster production .starts at 
the Valmet Automotive 
plant in Finland. 

Porsche, which, makes 
only two models, has been 


producing at full capacity at 
its Stuttgart plant It did not 
indicate if it would increase 
production potential. 

Analysts said the profit 
and sales figures were 
broadly in line with expec- 
tations. 

“At this stage, Porsche 
should see its order books 
r unning strongly,” said John 
Lawson, analyst at Salomon 
Brothers in London. - 


Investors 

applaud 

Olivetti 

rescue 

By Paid Betts in Milan 

Shares In Olivetti surged 
nearly 19 per cent yesterday 
as investors welcomed the 
Italian group’s telecomm^, 
ni cations alliance with Man. 
nesm&mi of Germany. 

In the first day of trading 
since the announcement of 
the L2,350bn (Si.ssbn) 
acquisition by Mannesmann 
of a 49-9 pea- cent stake in 
Olivetti’s fixed-line and 
mobile telephone interests, 
the shares rose to L916. 

Shares in Cofide, the 
financial holding group of 
Carlo De Benedetti, former 
Olivetti chairman and the 
company’s single biggest 
shareholder with about 6 
per emit, also rose 5.3 per 
cent to dose at L700 in an 
otherwise fiat Milan market 

The broad Mibtel index, 
for example, rose 0-29 per 
cent and the blue chip 
Mib30 index 0.36 per cent 

Many brokers expect Oli- 
vetti’s shares to breach the 
psychologically important 
L1.000 level, not only cm the 
back of the Mannesmann 
deal but also in anticipation 
of an international partner- 
ship for Olivetti’s Olsy com- 
puter systems and services 
subsidiary. 

Olivetti is in talks with 
Wang Laboratories and 
other international informa- 
tion technology groups over 
a possible acquisition of a 
large stake in Olsy. 

Italy's small shareholders 
association, which had been 
critical erf Olivetti’s former 
management, joined the cho- 
rus of approval for the res- 
cue operation. 

Yesterday it congratulated 
the company for resolving 
its crisis. 

However, it said it hoped 
the German group would 
quickly take over manage- 
ment of OnmiteL the mobile 
telephone company con- 
trolled by Olivetti, it also 
urged Its members not to 
subscribe to Olivetti’s forth- 
coming capital increase but 
instead buy Mannesmann 
shares on the Frankfort 
exchange. 


Tele Danmark in 
DKrl4bn buy-back 



+44 01718734874 


By HBary Barnes in Co p en hag en 

Tele Danmark, the Danish tele- 
communications group. Is to pay 
DKrl4bn (*2bn) for about 30 per cent 
of its capital held by the state in an 
important step towards frill privati- 
sation. 

The buy-back will be accompanied 
by a write-down of share capital, 
which will lift earnings per share. 

The company's B shares dosed at 
DKr371, up DKrl2, on the Copen- 
hagen Stock Exchange yesterday. 

"This is a satisfactory agreement 
for all parties.” said Knud Heinesen, 
chairman of Tele Danmark's super- 
visory board. “The problem or the 
group's capital structure is solved 
satisfactorily, while we are pleased 
that the solution will increase earn- 
ings per share." 

The state cut its Tele Danmark 
holding to about 51 per cent in 1994, 
when about DKrl&fibn was raised 
via a global share offering. 

The government announced this 
year it was planning to reduce its 


Gaumont pictures 
a high-tech future 


holding in the company, and bud- 
geted for DKrl5bn from privatisation 
sales in its 1998 draft budget, pub- 
lished at the end of August. 

The new measure requires parlia- 
mentary approval, but this is not 
expected to present problems. 

Tele Danmark will buy the state's 
A shares at the market price less 2 
per cent in the first half of 1998. 
With a market value of DKr47.3bn, 
valued at Friday’s price, the 
DKrl4bn will buy just under 30 per 
cent of the capital 
The state, advised by Den Danske 
Bank and NM Rothschild, has 
announced its intention to sell its 
remaining shares in Tele Danmark 
when the current deal is completed. 

The privatisation follows the liber- 
alisation of the Danish telecoms 
market completed this summer. 

“The state ” said Mr Heinesen. a 
former Social Democratic finance 
minister, “is ending its role as owner 
and concentrating on its role as leg- 
islator and regulator for the tele- 
coms market” 


By Alice Rawsthom 

Gaumont the French entertainment 
group, is diversifying into high-tech 
cinema by building three theatres 
specialising in three-dimensional 
films and adding facilities -for 
motion-simulation films to all its 
new cinemas. 

Nicolas Seydoux, chairman, said 
Gaumont's first three-dimensional 
theatre win open in Montpelier next 
spring. The company plans to add 
similar facilities to new multiplexes 
in Antwerp and at the Disneyland 
Paris theme park. 

Montpelier will also be the base 
for Gaumont's first motion-simula- 
tion theatre. This will use iniai 
Right Film technology, where the 
cinema seats are placed on a hydrau- 
lic ramp that enables the audience to 
move with the action on the screen. 

After the Montpelier opening, Gau- 
mont will install Tmav Right Film 
equipment in all its new multi- 
plexes. The motion-simulation tech- 
nology, like that of the three-dimen- 


sional theatres, has been developed 
by Ittihx, a specialist Canadian com- 
pany. 

High-tech cinema is one of the 
most dynamic areas of the film mar- 
ket. Sony, the Japanese group, is 
building replicas of its successful 
high-tech cinema complex at New 
York’s Lincoln Center and elsewhere 
in the US, and other companies are 
developing the concept in Europe. 

Gaumont is also expanding its cin- 
ema network Inside and outside 
France, where it already owns 280 
theatres. It hopes to open three 
French multiplexes a year for the 
foreseeable future. 

Similarly, Mr Seydoux plans to 
continue Gaumont's “steadily 
increasing” investment in film and 
television production. It will sustain 
its involvement with French- 
language films, but will also produce 
more English-language pictures, 
buoyed by the response to The Fifth 
Element, which cost f90m and has 
grossed over 4300m worldwide since 

its May release. 
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Sales net of taxes 

bffaS B m 

79 128 

Net income from 
reanTHig operations, 
Group share 

InffmSon 

1 412 

Cashflow 

h FaiSon 

3 805 


5 181 


Net income from recurring operations. Group share : + 16.8% 
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So loft, net of taxes 

79 128 

72 476 

+ 9.2 

Net mcome from recurring 
operations. Group shore 

1 412 

1 209 

+ 76.8 

Non recurring items. Group shore 

0 

936 

NA 

Net income. Group shore 

1 412 

2 145 

-34.2 


■ Group sales, net of taxes, rose by 9.2% in the first six months of 1997. On a constant 
exchange rate basis, sales, net of taxes, rose by 6.0%. 

■ flie Group share of net income from recurring operations - ie excluding non recurring items - 
amounted to FF 1 41 2 million, an increase of 16.8% over the 1996 first half level. 

■ Non recurring items in 1 996 first half were mainly due to the capital gain on the sale of 
PriceCostco. 

■ The cash Bow of the Group increased by 13.9% to FF 3 805 million. Capital expenditure 
increased by 21 .1% to FF 5 181 million. 

1997 OUTLOOK 

For 1997 as a whole. Group sales, net of taxes, should reach FF 170 billion. 

Net mcome from recurring operations. Group share, should increase by around 15%. 


August 1997 


Nicholas Applegate 


has acquired 



CREDIT LYONNAIS 

international Asset Management Asia 


The undersigned initiated this transaction 
and advised Nicholas- Applegate. 


Putnam, Lovell & Thornton 
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COMPANIES AND FINANCE: EUROPE 


Sell-off strategics in the spotlight 

Priee will. be crucial to the success of the latest tranche of privatisation issues 


ii<*rn<£T group noik 


oser 02 HP- 

rr 

Orr-Lr.*!. ie nati 

t'A% 

iTzpany cm 

X. 

!** Oil* Hi II 

Zi ■ 

izrzfcsT* ant b 


:-3 CfrfrZu 5 tank- 

r.£ 


•J-- 

MaasHaa 

... 

•-’j - .he FrasMsi 


the global privatise 
’ tion bandwagon gets 
back on the road this 
month after the s ummer i nn. 

. From, telecommunications 
and motorways to energy 
and airl ines, cash-strapped 
governments are seeking to 
raise, op to $4QUn from sell- 
flag: state assets to fill bud- 
getary holes or, in Europe's 
'case, to qualify for monetary 
union. 

A' busy schedule coincides 
with a bout of sharp voJatil-' 
tty in equity markets, most 
of which are trading at near 
■ record- levels. How the mar- 
kets perform up to the of 
■•the year, by which time 
most of the sell-ofCs are doe 
to be completed, will decide 
bow successful they wtH be. 

Much will depend on the 
response of domestic inves- 
tors, who are the chief target 
of the sales. Bankers say a 
pattern of private share- 
holder interest in Spain, Por- 
tugal and Italy helped 
ensure the success of earlier 
privatisations there. With 
-bond yields falling, investors 
were lured to privatisation 
issues by costly campaigns 
pr omisi ng a better return. 

Governments and their 
advisers hope the pattern 
can be repeated for the cur : 
'Tent round. Last week Ger- 
many set the trend by put- 
ting incentives in place for 
small investors who partici- 
pate in the sale of the 
remaining state stake in 
Lufthansa, the airline. 

But with so many issues in 
the pipeline, observers say 
-pricing -will be crucial in 
attracting interest, from the 
big pension funds and other 
professional investors. 

Ronnie Armist, director of 
Lombard Odier International 


The Portuguese government 
said yesterday that up to 26 
per cent of Portugal Tele- 
com would be sold In a 
global offering to be con- 
cluded on October 7. 

It will include the direct, 
sale of up to 6.25 per cent to 
the group’s international 
partners. 

Analysts expect the sale, 
which will reduce the state’s 
holding from 51 to 25 per 
cent, to attract strong 
demand, reflecting pent-up 
pressure. particularly 


Portfolio Management, said 
the key issue for investors 
was whether the privatisa- 
tion stocks would outper- 
form. KPN, ■ the - ' 'Dutch 
national telecoms operator 
privatised earlier - In the 
decade, has been a notably 
poor performer. 

Even the' much-vaunted 
Deutsche Tetekom issue last 
year was a better play for 
private Investors than for 
institutions because the for- 
mer got their shares more 

cheaply, be said. 

Topping the list of sales is 
the telecommunications sec- 
tor, with the privatisation of 
Italy's remaining 44 per cent 
stake in Telecom Italia as its 
centrepiece. This is the 
year’s jumbo offering - the 
stake is valued at about 
815bn based on the current 
share price of the company, 
which Is already listed in 
Milan. 

Strategic shareholders, 
likely to include AT&T, Uni- 
source and Italian institu- 
tions, are currently being 
sought for one third of that 
stake. The public offering to 
both domestic and interna- 
tional Investors is valued at 
about SlObn. Italian inves- 
tors, therefore, will be asked 
to put up some $5bn. 

- As with tjrfih«n«», poten- 
tial small investors are 
likely tube offered shares at 
a discount and to get bonus 
shares if they hold their 
stakes for a year. 

This was the strategy 
adopted successfully in the 
privatisation of Bni, the Ital- 
ian ofl and gas group. Retail 
applications for its shares, 
lured by such incentives and 
the promise of higher 
returns than, traditional 
investments in the bond 


Global privatisations 
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Size Global co-ordinators 


BNP, Paribas 




Merrill Lynch. SBC Warburg, UBS. Banco Essi 
Deutsche Morgan Grenfell 

Dtosdnw KWnwort Benson, SBC Warburg 
CSFB. ABN Amro Rothschild, JB Were 
BZW, Mediobanca 


MeirfU Lynch. Banco Santander, Argsntaria 

SBC Warburg, BBV Interactivos, BCH Banco de Inversiones 


Merrill Lynch. ABN Amro Rothschfid 


Marin Lynch, Creditanstalt 


market, increased from 
300.000 to 800,000 over the 
three tranches. Bankers say 
Im applications for Telecom 
Italia shares are expected 
from the Italian public. 

If markets remain steady, 
bankers are confident the 
domestic tranches of the 
year's offerings will go 
smoothly. But one cloud on 
the horizon for Institutional 
investors is the French gov- 
ernment’s plans, unveiled 
yesterday, for France Tele- 
com. A float this autumn of 
20 per cent, with a potential 
value of $4.4bn, will clash 
with that of Telecom Italia. 

The public offering of 
France Telecom is smaller 
than expected, however, and 
it Is likely that the shares 


will be quoted before tbe 
new Telecom Italia shares. 
One banker said: "There is 
room for two big national 
operators but the clash is 
bad news." 


I 


t will be unusual for two 
telecoms' roadshows to 
take place simulta- 
neously and both govern- 
ments and their advisers are 
likely to be keen to avoid 
meeting each other at the 
institutions' doors. 

Telecom Italia is currently 
trading an a price to earn- 
ings ratio of about 25, com- 
pared with 12 for British 
Telecommunications. Per- 
ceptions of future growth 
will determine whether that 
valuation is expensive when 


Portugal sets ball rolling 


among foreign investment 
funds, to enter' the ffcst- 
growing Portuguese, market 
Portugal Telecom is expec- 
ted to announce first-half 
results next week that are 
substantially higher than 
the group’s forecasts. The 
shares closed yesterday at 
Es7,420, op almost 2 per 
cent, valuing the sale at 
Es355.5bn ($1.92bn). 


An institutional offer is to 
be made in Lisbon, London 
and New York, In eluding the 
sale of American Depositary 
Shares (ADSs), and the offer 
price is to be fixed throagh 
a bookbuilding process. 

Merrill Lynch, SBC War- 
burg, UBS and Portugal’s 
Banco Essi are global co-or- 
dinators, the same consor- 
tium that organised two pre- 


vious global offers of the 
monopoly fixed-line opera- 
tor, in 1995 and 1996. 

Retail investors are to be 
offered a 3 per cent discount 
on the offer price, provided 
they hold the shares for 
three months, and one 
bonus share for every 25 
they buy and hold for a 
year. 

Roadshows for the institu- 


the issue is being priced. 

"It’s a question of growth 
going forward, and there is 
undeniably a better growth 
outlook at Telecom Italia 
than at BT," a telecoms ana- 
lyst said. 

To attract the sort of 
response that will maintain 
the public’s faith in privati- 
sation, pricing of the issues 
will be the key to success, 
according to bankers. 

Most of the detail of the 
offerings has still to be 
worked out. and pricing will 
follow roadshows to woo the 
professional investors, 
whose interest - or lack or it 
- will largely determine the 
matter. 

Vincent Boland 


tional offer will ran from 
September 18 to October 3. 
Pre-registration for the 
retail offer also begins on 
September 18. 

The offering will cement 
international alliances 
established by Portugal 
Telecom earlier this year 
with Telefdnica of Spain and 
with Concert, the global 
partnership between British 
Telecommunications 1 and 
MCI of the US. 


Peter Wise 


Promodes 
bid for 
rivals to 
go ahead 

By Andrew Jack in Paris 

Trading in the shares of 
Casino and Rallye, the 
French retail groups, will 
resume today after tbe stock 
market authorities yester- 
day approved a planned 
FFr28bn <$4.6bn) takeover 
bid by rival Promodfes. 

The Conseil de Marches 
Financiers approved the bid 
and a stipulation that Pro- 
modfes must secure at least 
50.1 per cent of the voting 
rights for the deal to 
proceed. 

Promodes launched its bid 
for Casino at FFr340 a share 
last Monday. The offer was 
quickly criticised by the 
managements of Casino and 
Rallye. 

The Gutchard family, 
which controls more than 
7 per cent of Casino shares, 
plans to meet on Saturday 
to discuss the bid from Pro- 
modes. 

Mr Antoine Guichard has 
written to more than 250 
members of the founding 
family, arguing that in view 
of a forecast doubling of 
profits at Casino by 1999. 
only a bid of more than 
FFr600 would be acceptable. 

Paul-Louis Halley, chair- 
man of Promodes, has said 
he has already received 
some expressions of interest 
in the sale of shares to him 
by members of the Guichard 
family. 

However, key members of 
the Guichard family are 
believed to be willing to 
exercise their right of first 
refusal on the sale of shares 
to prevent them falling into 
the hands of Promodes. 

Promodfes is hoping that 
Jean -Charles Naouri, who 
controls Rallye, will agree 
to sell its 28 per cent stake 
in Casino as part of tbe deal 

However, Mr Naouri has 
expressed support for 
Casino and said last week he 
had no intention of selling 
his shares. 

The Promodfes bid for Ral- 
lye is at FFr420 a share. 

Promodfes said yesterday 
that it had no plans for rais- 
ing its offer price for the 
two retailers. 


EUROPEAN NEWS DIGEST 


Bohler sees order 
recovery midway 


Operating profits of BOhler-Uddeholm, one of the world's 
biggest producers of tool steel, fell 40 per cent to Sch552m 
(543.4m) in the first half of 1997 as sales slipped 6 per cent 
to Scb5.6bn. Last year the group’s order intake fell by 
more than a fifth, reflecting the recession in several of its 
international markets. However, In tbe first half of this 
year, orders have risen 19 per cent to Sch3.5bn and in July 
they ware 64 per cent higher than the previous year at 

Schl.lbn. 

Clans Raldl, chief executive, said the business cycle's 
trough bad passed and he forecast a slight Increase in 
prices in some markets and product areas. The latest 
results were well above the second half of 1996. and a fur- 
ther recovery in the current half should help maintain 
full-year operating profits at about last year’s Schl.35bn. 

It has relied on a Schlbn cost-cutting programme to 
cushion the impact of the downturn in the global steel 
industry. Mr Raidl said the group had finished selling its 
non-core businesses and was intent on strengthening Its 
four core businesses - special steel long products, strip 
steel, welding consumables and forging technology - via 
acquisitions and joint ventures. William Hall, Vienna 


■ AIRLINES 

KLM seeks alliance with JAS 


KLM is seeking further to broaden its network of airline 
giiiaTir-gs through talks with Japan Air Systems! which 
the Dutch carrier said yesterday were intended to bring a 
co-operation deal within months. JAS. which serves 38 
Japanese destinations and carries about 17.5m passengers 
a year, has a similar arrangement with Northwest Air- 
lines. KLM’s US partner. 

Agreement is likely to centre around co-ordinating 
schedules to minimise transit times for those transferring 
between the carriers’ flights, and a linking of loyalty pro- 
grammes. No equity exchange is planned and the deal 
may also stop short of code-sharing, where carriers oper- 
ate a single aircraft on a route. KLM, which aims to build 
a global network of partners, last month expanded in the 
Nordic region by buying 30 per cent of Braathens Safe, a 
regional carrier. It has also been holding intermittent, but 
so far inconclusive, talks with Italy's Alitalia. 

Shares in KLM, which said the JAS discussions were 
“going in a positive direction", climbed FI 1 JO to close at 
FI 72J0. Gordon Cramb, Amsterdam 

■ CHEMICALS 

Koor unit in Spanish buy 

Makhfeshim and Agan. the chemicals divisions of Israel's 
Koor Industries, yesterday bought the remaining 51 per 
cent of Aragonesas Agro, a Spanish chemicals company, 
for flQm in a deal aimed at strengthening their interna- 
tional operations. Makht eshim-Agan bought 49 per cent of 
Aragonesas Agro three years ago with an option to buy 
the remaining stock this year. 

The deal follows several acquisitions by Makhteshim- 
Agan in recent months, with particular emphasis on tap- 
ping the Latin American markets while its foothold in 
Spain will give it access to the European Union. 

Judy Dempsey, Jerusalem 


Comments and press releases about international 
comp an ies coverage can be sent by email to 
intenuxtionaLcornpanies@fi.com 
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Private Placement of 

Senior Secured 10% Promissory Notes and Class B 
Common Stoc 

BlueStone Capital Partners, LJP 
Acted as Exclusive PI acem,ent Agent 



ASD Group, Inc 

Private Placement of 12.5 % Original Issue Discount 
Notes detachable Common Stock Purchase 
'Warrants 


BlueStone Capital Partners, LJP 
Acted as Exclusive Placement Agent 



KFx Inc 

6.0% Convertible Debentures due 2002 

BlueStone Capital Partners, LJ* 

Jefferies International Li mite 
Bonca del Gottard 
Offering Bepresesmedve 



ROBOCOM SYSTEMS INC. 


1,500,000 shares 
Common Stoc 


BlueStone Capital Partners, L.P. . 

Coleman &. Company Securities, Inc. 

Oscar Grass & Son Incorporate 


. 'ft 
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Palomar 
Medical 

palomar Medical Technologies, Inc 

45 % Swiss Franc Convertible Subordinated 
Debentures due 2003 with attached Warrants to 
■ • purchase Common Stoc 

BlueStone Capital Partners, L J». 

Banca Commerci ale. I.4igano 


A Helix 

BIO PHARMACEUTICALS 


AIKeHx Biopharmace utxca Is Inc 

has acquired 

Trophix Pharmaceuticals, Inc 

The undersigyted Initialed this transaction, assisted in the negotiation end 
acted ca financial advisor to AiieUx 
Biophannaceuticalslne. 

BlueStone Capital Partners, L_P. 
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BEACHPORT 
ENTERTAINMENT 
C O R P 
■> ❖ *:• 

Senior Secured 12% Original Issue Notes, Junior 
Original Issue Discount Notes and Common Stock 
Purchase Warrants 


BlueStone Capital Partners. L.P 
Acted as Exclusive Placement Agent 


Striker Industries , Inc 


Private Placement of 12% Original 
Issue Discount Notes and detachable Common Stock 
Purchase Warrants 


BlueStone Capital Partners, LJP 
Acted as Exclusive Placement Agent 



Road KID Cafe, Inc. 

8 3/4% Subordinated Debentures due 1999 and 

Warrants to Purchase Shares of Common Stock 
BlueStone Capital Partners, LJ 
Acted as Exclusive Placement Agent 


BlueStone Capital Partners, L.P. is a full service investment banking and brokerage firm that delivers high quality 
financial services to emerging growth and medium size companies worldwide. BlueStone Capital assists clients in 
maximizing their growth by providing sophisticated investment strategies that are designed to achieve clients’ strategic. 


operating 


and financial, goals. 


For more information, contact our New York office at: 
(800) 236-0835 /( 212) 850-0500 
E-mail: info@bluestonecapital.com 


These securities have been previously soldi This announcement appears as a matter of record only . 









SCOR 

INTERIM EARNINGS RISE 70 PERCENT 
TO FRF 489 MILLION 

Chaired by Mr. Jacques Blondeau, die Board of Directors of 
SCOR met on Sept 4, 199?. The Croup's interim financial 
statements were presented during the course of the meeting. 
Premiums continued to show strong growth in the first half 
of 1997, particularly in property and casualty reinsurance, 
and consolidated earnings increased once again. Earnings 
from reinsurance operations are up 19 percent over first-half 
1996, the result of careful risk selection and favorable loss 
experience. 

Group net income increased 70 percent relative to first-half 
1996, at FRF 489 million. On an annualized basis, the return 
on shareholders’ equity would be equivalent to 13 percent 
compared to 10.6 percent for the first half of 1996. 
Excluding extraordinary capital gains on assets disposals, 
Group net income is up 15 percent relative to the 
corresponding period of 1996. 

The network continued to expand, with the opening of a 
new office in Seoul, Korea, following those in Brazil and 
Thailand in 1 996. 

The ratings attributed to SCOR and its subsidiaries reflect tire 
growing diversity of the Group's sources of revenue, together 
with its financial strength and its underwriting expertise. 


Standard and Poor's AM Best 


□aims Firing Ability 


A+tSuperiorl AA 


SCOR GROUP key consolidated data 

(French GAAP) 



Met income [Group sharcj 


489 +70% 


lacques Blondeau also announced that SC OK’s Board of' 
Directors has approved the principle of an early reimburse- 
ment of the convertible bonds issued in 1994 from January 
1 to March 31, 1998 if current stock market conditions still 
prevail at the end of 1997, for those bonds not yet converted 
by December 31, 1997. 

Taking into account the excellent profits and the very strong 
level of shareholders' equity of the Group after conversion, 
the Board of Directors also approved the principle of a buy- 
back and the subsequent cancellation of 5COR shares. 
Depending on market conditions, this buy-back would be 
implemented at (he end of tire first semester of 1998 and 
could amount up to a maximum of 10 percent of the paid-in 
capital of the Company. A proposal will be made to the 
shareholders in April 1998 on the terms and conditions of 
any such buy-back once the convertible bonds are either 
reimbursed or converted. 
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COMPANIES AND FINANCE: ASIA-PACIFIC ■ 


ABN Amro purchases seat on TSE 


By Gwen Robinson in Tokyo 

ABN Amro Securities, the 
broking arm of the Dutch 
bank, has joined the push by 
foreign securities houses* to 
expand their Japanese 
operations ahead of the gov- 
ernment's “Big Bang” finan- 
cial reforms, with the pur- 
chase of a seat on the Tokyo 
Stock Exchange. 

James Reed, president of 
the Japan branch of ABN 
Amro Securities, said yester- 
day that arrangements were 
being finalis ed to buy the 
TSE seat of Yamakicbi Secu- 


rities. an unlisted Japanese 
broker, for an undisclosed 
sum and begin stock trans- 
actions Cram January. 

The broker is the third for- 
eign securities house this 
year to purchase TSE mem- 
bership, following Natwest 
Securities in January and 
J.F. Morgan Securities Asia, 
the Singapore-based subsid- 
iary of the US investment 
bank. 

The expansion of foreign 
brokers in Japan also high- 
lights their gmwing share of 
Tokyo stock market transac- 
tions at a thru* when all the 


big four Japanese securities 
houses - Nomura, Nlkko, 
Yamaichi and Daxwa Securi- 
ties - are ensnared in finan- 
cial scandals, losing domes- 
tic business as a result. 

Tokyo prosecutors are now 
believed to have extended 
their Investigation into 
alleged illegal dealings with 
sokedya racketeers to all 
four brokers. Yesterday, Jap- 
anese media reported that 
investigators were question- 
ing officials at Daiwa and 
Nikko securities houses, fol- 
lowing penalties against 
Nomura. 


Until now. ABN Amro 
Securities' Japanese activi- 
ties have been primarily In 
fixed-income products and 
foreign equities for Japanese 
investors. With the new 
membership, the broker 
plans to more than double 
staff in its Tokyo broking 
operations within the next 
dx months, Mr Reed said. 

“If you want to be a player 
in Japan, you have to have a 
TSE seat, otherwise clients 
won't take you seriously," 
he said. 

The growing presence of 
foreign fl wan trial institutions 


Changes afoot at Tsingtao 


T singtao Brewery has 
achieved a certain 
notoriety among beer- 
lovers and international 
investors. For drinkers. 
Tsingtao. brewed to an old 
German recipe, has a clean 
and rich taste, making it the 
only Chinese beer to enjoy 
international recognition. 

Its shareholders, however, 
are less satisfied. Tsingtao 
was the first mainlan d Chi- 
nese company to list on the 
Hong Kong stock exchange 
in 1993 and since then has 
earned a dismal reputation. 

Profits have fallen each 
year since the listing, to 
HK$25.7m (TJS$3. 3m) last 
year from HKS187.8m in 
1993. 

Proceeds of the share issue 
were spirited into financial 
investments rather than 
expansion of brewing capac- 
ity. And investors say the 
company has been Infuriat- 
ingly opaque. 

When Li Guirong, who 
took over the chairmanship 
of the company last year, 
announced Tsingtao's 
interim results at the end of 
August, they showed little 
improvement on last year. 
The figures were slightly 
lower than company fore- 
casts suggested, with sales 
in the first six months at 
Yn804.71m (US$97m), against 
Yn833.44m a year earlier, 
while pre-tax profits reached 
Yn62.72m against Yn64-llm. 
Net profits nudged up hum 
Yn55-8m to Yn56.6m. 

However, in an interview 
in Qingdao, home of the 
beer-maker since it was 
founded in 1903 by German 
brewers, Mr Li - formerly a 
high-r anking municipal gov- 
ernment official who 
describes himself now as a 
“new soldier in the worid of 
beer” - was determined to 
show that things have 
changed at Tsingtao. 

“In the first six months of 
this year, we have done a lot 
of work on financial manage- 
ment,” he explains, adding 
that the company has insti- 
tuted new methods of cost 
control. He said he believed 
investors would be “satis- 
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fled” with the interim 
results. 

Last month, the company 
announced a restructuring 
that created a new holding 
company backed by the 
Shandong provincial govern- 
ment, creating the possibil- 
ity that the government 
might inject lucrative state 
assets into the company. 

The reorganisation - and 
the potential for asset injec- 
tion - reawakened foreign 
investor interest in Tsingtao, 
although the impact of the 
new structure remains 
unclear. Mr Li says there are 
no immediate plans to push 
substantial government 
assets into the group, but 
says the “critically impor- 
tant” change will also boost 
shareholder value. 

In the near term, the 
restructuring will allow 
Tsingtao to retain the profits 
owing to the state, which 
owns a 44 per cent stake in 
the company. The company 
will also be allowed to merge 
with bankrupt breweries 
without being required to 
take on the defunct compa- 
nies’ outstanding interest 
payments, and Tsingtao's 
income tax level will be 15 
per cent, rather than the 
standard 33 per cent levy. 

Mr Li says the restructur- 
ing will focus energies “on 
the beer business or areas 
relevant to the beer busi- 
ness". Given the foreign 
competition and domestic 
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oversupply in China's rap- 
idly growing market, the 
domestic beer industry Is 
challenge 'enough. 

China's brewers produced 
9.34m tonnes of beer in the 
first half of 1997. up 13.4 per 
cent on the same period in 
1996, and as Tsingtao's share 
is still less than 3 per cent of 
the Chinese market, com- 
pany officials say “there is 
room for much improve- 
ment”. Foreign biswers such 
as Carlsberg, Budweiser, 
Fosters, Becks and Suntory 
have taken the bulk of the 
narrow top mid of the mar- 
ket. Domestic brewers are 
mounting a challenge for the 
high-volume, mid-price beer 
business. 

T he chief challenge for 
Tsingtao, therefore, is 
to fond, off the compe- 
tition and expand (rapacity 
ahead of rajiid market 
growth- 

This year, Tsingtao's total 
production. Including 
recently acquired breweries 
in Xian in Shanxi province 
and Yangzhou in Jiangsu 
province, will be 500,000 
tonnes, but the company 
plans to have nearly tripled 
production to 1.4m tonnes by 
2000 . 

Much of the expansion will 
come through the merger 
and acquisition, of bankrupt 
state breweries, but the larg- 
est single addition to capac- 
ity will come from the 


mooted N03 factory in Qing- 
dao. which. If built, will pro- 
duce 400,000 tonnes a year. 
The company cannot say 
when construction wifi start, 
but says it is in discussions 
to find partners and financ- 
ing to fund the plant 

Tsingtao has made pledges 
to expand before. The 1993 
prospectus committed the 
company to doubling produc- 
tion to 700,000 tonnes by the 
end of 1995. Mr Li says he 
does “not want to deny that 
Tsingtao used some of the 
money [raised to fund the 
expansion] to loan on to the 
banks”, bat pledges that 
under the new leadership 
profits growth will be 
founded on the beer busi- 
ness. 

The scale of domestic com- 
petition win force Tsingtao 
to focus on sales at home 
before considering expand- 
ing overseas. But in the 
future, the company, which 
accounts for over half Chi- 
na's modest beer exports, 
will need to establish not 
only bigger factories at 
home, but its first breweries 
overseas. “If we are going to 
develop our overseas busi- 
ness, then we wfil have to 
produce beer where we want 
to sell it," said Mr LL 

In the meantime, however, 
the “new soldier” has yet to 
prove himself on the domes- 
tic battlefield. 

James Harding 
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in Japan has triggered 
increasing competition for 
TSE membership, fuelled by 
expectations that Big Bang 
reforms will boost trading 
volumes and profits for big 
brokers. 

The current Japanese sys- 
tem Unfits TSE trading seats 
to 124. ABN Amro’s deal will 
bring the number of foreign 
brokers on the TSE to 23. At 
least three other foreign bro- 
kers axe pursuing seats. 

The latest foreign interest 
contrasts with the exodus of 
foreign brokers from Japan 
following the end of 'the 


speculative era In the early 
1990s and the decline of the 
Tokyo stock market, which 
is now at less than half Its 
earlier levels. 

Natwest Securities gave 
up its TSE seat-in 1993 and 
downsized its Japan 
operations; when it re-en- 
tered the market in January, 
it had to bid against at least 
nine other brokers for the 
seat of a medium-sized Japa- 
nese broker, while J. P. Mor- 
gan successfully bid against 
about five others for the TSE 
membership of Daika Securi- 
ties, an Osaka-based broker. 


ASIA-PACIFIC NEWS DIGEST 


New contractor 
for Bakun dam 

Ting Pek Khiing, the Malaysian bu sin ess m an promoting 
the controversial Bakun hydroelectric dam, said yester- 
day that a new contractor has been chosen to cany out 
the project following the termination last week of a con- 
tract awarded to a consortium led by ABB, the Swiss- 
Swedish engineering company. 

However, Mr Ting declined to identity the new contrac- 
tor. even though it had been selected a “long time a go". 
He said the contract would be finalised two months from 
now, at which Hme the name of the contractor will be 
revealed. 

Dr Mahathir Mohamad, the prime minister, said last 
week that the Bakun project, which was expected to cost 
M913.6fon (US$4.6bn), was being postponed because of a 
20 per rent depreciation of the ringgit against the US 
dollar since early July. Much of the project's costs were to 
be denominated in US dollars and other foreign curren- 

The value of the contract to ABB was to have been 
US$Z5bn. its biggest ever. Mr Ting has said that the two 
could not reach agreement on which side would shoulder 
the flnanriaT burden for any cost overruns. But a more 
fundamental problem with the project were the difficul- 
ties raising local financing, either from the depressed . 
stock market or from banks. 

James Kynge, Kuala Lumpur 

■ TEXTILES 

Taiwan group in Mexican move 

Nlen Hsing Textile, a Taiwanese denim-maker, will invest 
US$l32m over five years to set up two textile plants in . . 
Mexico to tnkp advantage the country's preferential 
access to the US market. The company cited an increase 
in US orders for d enim and tax benefits under the North 
American Free Trade Area (Nafta) as the main reasons 
: iwhinri the decision. Mexico is part of Nafta. 

Nien Hsing has already invested US$23.6m to build a 
plant in Victoria, in the north east of Mexico. The plant 
will start operating in July 1998, with a goal of producing 
1 im yards of dwntm a month. The company is to invest in 
another plant and expand production in the next five 
years to boost denim output to 4.4m yards a month. ... 

Laura Tyson, Taipei 

■ SEMICONDUCTORS 

Mosel Vitelic to invest T$200bn 

Mosel Vitelic, a Taiwanese chip maker, plans to invest 
T$200bn (US$7bn) to build two 12-inch wafer fabrication 
plants and four integrated-circuit testing and packaging 
farfntifls over the next seven years. A ground-breaking ’ 
ceremony for two Integrated circuit testing plants wfil be 
held in a new high-technology industrial park located in 
southern Tainan on Friday. 

Mosel, one of the Island’s leading dynamic random 
access memory, or D-Ram, chip-ma k ers, has forecast that 
sales in 1997 will to grow by 20 percent to T$13bn. 

Laura Tyson 
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COMPANIES AND FINANCE: UK 


Restructuring costs hold back interim growth 

continues 



. ; By Andrew Taylor, _ . 
Co * w * r “ c *ion Correspondent 

Blue Circle Industries, 

. Britain’s largest cei^Eat pro- 

going ahead with. 
■'. plans to double output in 
-Malaysia despite last week’s 
- cuts Jn anjstiuctton projects 
announced by Mahathir 
Mohamad, the prime minis- 
ter. 

Blue Circle owns 26 per 
• cent of Associated Pan Mal- 

■ sysla Cement, which opens a 
' . £175m ($2859m) tfilit aft ity 

■ Ka n t h an works near ipoh 
.: north of Kuala Lumpur ng*t 

week. The plant , will 
Increase annual capacity 
from ~L8m to 4m tonnes. 

The timing of th* expan- 
sion has been questioned fol- 

■ lowing Dr Mahathir's . 
announcement that, the gov- 
ernment was delaying or 

’ rescheduling a number of 
.. large infrastructure projects. - 
Concern over prospects for 
. Blue , Circle’s . Malaysian 
investment has reduced the 
group's share price by more 
than 10 .per cent since June. 
The. shares fell a further 7Y»p 
to 395p yesterday in spite of 
the 22 per cent rise in first- 
half pre-tax profits to 
: £141 -9m, befoire exceptional 
: costs of £25m to cover 
restructuring of the UK 
cement division. 

Keith OrreD -Jones, chief 
executive, said profits in 
Malaysia and Singapore 
dipped by 6 per cent to 
£16.7m because of the need 
to import low margin 
cement to meet increased 
, demand. Volume sales in 
Malaysia were 28 per cent 



Share price relative to the 
FTSE 100 Index 
110 — 


Mays Korean 

Lord Tngendhat, chairman Heft), with Keith OrreB-Jones 


higher than a year ago. 

The construction cuts 
announced by Dr Mahathir 
include the M$13.6bn 
C$4-72bn) Bakun Dam, the 
northern region interna- 
tional airport in Kedah and 
KL linear City, a 2km long 
building in central Kuala 
Lumpur. 

Investment in new roads, 
power plants, airport capac- 
ity and light rail systems - 
much of it private sector led 
- been behind most of 
the rise In Malaysian cement 


demand. Imports this year 
are expected to reach 4m 
tonnes, representing about a 
quarter of domestic sales. 

Group turnover for the 
half year to June rose 7 per 
cent to £1.12bn. 

Profits were down 12 per 
cent to £i7.9m In Chile and 
14 per cent In Africa to £llm. 
However, North American 
building materials were 63 
per cent ahead to £40.8m. 
helped by a strong first con- 
tribution from St Marys in 

Canaria 


LEX COMMENT 

MEPC 


MEPC shareholders are 
entitled to a small sigh of 
relief. Unsuccessful dalli- 
ances with Hammerson, 

Greycoat and Burford had 
raised fears of a “deal at 
any price” mentality, In 
the event, the £24 7m cash 
offer for PSIT looks 
respectable enough. The 
deal may be relatively 
small, but it suitably gears 
up MEPC’s balance sheet 
and goes some way 
towards realising its inten- 
tion of focusing on retail 
and industrial property. A 
10 per cent premium over 
PSITs net asset value in 
March also looks justifiable given the mix of assets and 
the target’s conservative reputation. 

But given MEPC’s record of underperformance, dubious 
strategy and bad luck, investors would be forgiven for 
keeping their applause modest. Increasing exposure to the 
UK market makes good sense, but the management would 
have looked more nimble if, like British Land, it had been 
buying property two years ago. More progress also needs 
to be made in trimming the UK portfolio, and either 
optimising value or getting out from its US and Austra- 
lian Investments. 

It is some compensation that the company Is showing 
signs of trying to improve on its old ways, but manag e- 
ment still has much to prove before its tattered reputation 
is repaired. 

For investors, the largest deal in the sector for many 
years will rekindle hopes of overdue rationalisation. A 
decent premium and a cash offer, it seems, may be 
enough to prompt family owners to cash in. 
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Fairey expects fresh costs 


By Charis Grosser 

Fairey, the specialist 
engineering group, said yes- 
terday more costs would be 
incurred to integrate its 
Bumfleld acquisition. 

The company paid £60m 
($97m) earlier this year to 
buy the measuring instru- 
ments manufacturer and has 
already incurred an £800.000 
cost to close its head office. 

More charges will come in 
the second half, but John 
PouLter, chief executive, said 
these were gmaii and diffi- 
cult to quantify. The Burn- 


field acquisition is expected 
to have a neutral impact on 
earnings this , year, but to 
enhance earning s in 1998. 

Fairey reported, pre-tax 
profits up 12 per cent to' 
fSAm for the six months to 
June 28. Sales rose 30 per 
cait to £15K7m. with acqui- 
sitions contributing £i&2m. 

. With more than half the 
company’s .business 'in the 
US, adverse currency move- 
ments cut profits by £1.4m. 

Opmating profit margins 
were squeezed from 18.8 per 
cent to 17.7 per cent, partly 
because of a fell in margins 


at the electronics division, 
where profits rose by 29 per 
emit to £20.4m on sales of 
£ll5m (£78m). Stripping out 
the currency impact and last 
year's acquisitions, sales in 
the division grew by 10 per 
cent 

Analysts expect group 
margins to move ahead in 
toe second half as benefits 
from .a minor restructuring 
and capital investment start 
to pay off Capital expendi- 
ture more than doubled to 
25.6m. There was net debt of 
£91m, covered more than 
eight times. 


Fund managers 
move into bonds 


By Jane Martinson 

Fund managers in the UK 
nnri us are t u rn ing to bonds 
as they become increasingly 
nervous about global equi- 
ties. 

The monthly Merrill 
Lynch/Gallup survey, pub- 
lished yesterday, found that 
bulls of the UK gflt market 
outnumbered bears among 
UK fund managers by 24 
percentage points, the high- 
est for almost two years. 
Bijal Shah, global strategist 
at Merrill lynch, said buy- 
ing interest had been “per- 
sistent and strung over the 
last three months”. 

At the same time, most 
UK managers want to 
reduce their exposure to all 
stock markets except Japan. 

Buying interest in US 
Treasuries among US fond 
managers is also at its high- 


est since December 1994, 
when yields on 30-year Trea- 
sury bonds were 8 per cent 
against about 6.5 per cent 
now. While buyers of Trea- 
suries outnumber sellers by 
20 points, sellers of US equi- 
ties outnumber buyers by 12 
points. 

The 259 institutions inter- 
viewed on September 1-3, 
were particularly bearish 
about equities in south-east 
Asia. Sellers among UK fund 
managers outnumbered buy- 
ers by 25 points, reversing a 
seven-year trend. 

Sonth-east Asia’s prob- 
lems appear to have damp- 
ened enthusiasm for other 
emerging markets among 
US fund managers. 

Mr Shah also says fund 
managers are worried about 
the “autumn effect”, the 
trend for markets to fall 
near the end of the year. 


Next in line to raise its US standard 


Richard Tomkins in New York 

on the retailer’s plans to break 
through where others have failed 


ihe North American 
retailing landscape is 
littered with failed 
attempts by British store 
groups to conquer the 
world’s biggest marketplace. 
Will Next, the UK fashion 
retailer, be - well, next? 

After a nasty .tumble in its 
domestic market a few years 
ago. Next has re-established 
itself as one of Britain’s 
most successful high-street 
retailers, selling stylish bat 
affordable clothes to a mid- 
dle-market, fashion-con- 
scious customer base. 

, Now, having apparently 
found a winning formula, 
the company is trying to 
export it to the US. 

With three stores already 
open in Boston. Massachu- 
setts, and another in 


RESULTS 


McLean. Virginia, it has 
thrust a tentative toe into 
the New York market. 

Actually. Next's first New 
York store is not in New 
York at all: it is in the Gar- 
den State Plaza shopping 
man in Paramus, New Jer- 
sey. But the mall is just a 
45-minute drive from mid- 
town Manhattan, and it is a 
big draw for New Yorkers 
because New Jersey does not 
charge New York’s 8% per 
cent sales tax on clothing. 

The newly opened store is 
a prototype for the compa- 
ny’s US expansion. The 
clothes inside are the same 
as those sold in the UK, but 
the store itself looks differ- 
ent: the outside is modelled 
on an American fantasy of 
what English high-street 


TUmowr (But 


clothing stores look like, 
rather than the real thing . 

- The inside, too, is designed 
to give a sort of homey 
Bn gHah feel, with armchairs 
and table lamps, an oak 
plank floor, and an exposed 
brick wall The background 
pop music is British, and UK 
editions of Vogue magazine 
are scattered about 

Ominously, however. Next 
is not toe only English-fla- 
voured store in Garden City 
Plaza. Just around the cor- 
ner is a branch of Laura 
Ashley, the UK clothing and 
furniture retailer that last 
month said it was halting its 
US expansion because cus- 
tomer numbers were falling 
short of expectations. 

Laura Ashley could hardly 
be said to have failed in toe 
US: ito stores and brand 
name are firmly established 
after a presence of nearly 15 
years. Including royalties, 
the US now accounts for 
about half toe group’s world- 


wide sales. 

Even so, Laura Ashley is 
the latest in a series of UK 
retailers to have suffered set- 
backs, or worse, in toe US. 
Habitat and Mothercare 
have disappeared; Marks and 
Spencer was left red-faced 
after overpaying for Brooks 
Brothers: and Body Shop has 
suffered losses caused by 
competition from look-alike 
products. 

One problem faced by all 
retailers entering toe US is 
that the market, though 
large, is extremely competi- 
tive. This leaves companies 
with just a few stores at a 
disadvantage because their 
overheads are carried over 
such a small base. 

“It's just very hard to do it 
without critical mass,” says 
Tgaar Lagnado, publisher of 
Tactical Retail Monitor, a 
New York-based newsletter. 
“Also, the lines of supply get 
awfully long and reaction 
times may be a little slow. 
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And the market requires 
much more advertising than 
overseas retailers are used 
to.” 

Ann Iverson, Laura Ash- 
ley’s chief executive, says 
retailers need to deliver a 
clear message to US consum- 
ers. “People need to know 
what you stand for, what 
you are all about, and why 
they should come into your 
store,” she says. “And when 
they want something, you 
have to be first in their mind 
for that need.” 

David Keens, Next’s 
finance director, acknowl- 
edges the challenges, but 
believes the big issue for 
retailers entering the US, as 
for those entering any other 
country, is local knowledge. 
‘“That is what we hope is 
going to make the difference: 
the humility to acknowledge 
that we don’t always know 
best” 

To that end, Next has 
recruited an American, Beth 
Ravit, to head its US 
operations. Ms Ravit previ- 
ously ran the retail division 
of Authentic Fitness, a cloth- 
ing company that holds the 
US licence for Speedo swim- 
wear. Encouragingly, she 
says Next's US customers 
seem to share British tastes: 
the best-sellers In one coun- 
try are usually best-sellers in 
the other. The company is 
therefore avoiding the temp- 
tation to Americanise its 
products, so undermining 
the very concept that made 
them successful in the first 
place. 

“That way, you get to a 
business that doesn’t really 
have a reason for being.” Ms 
Ravit says. “We have to pro- 
tect the brand .integrity, 
while being sensitive to local 
conditions that require a 
little tweak here and there” 
- notably, editing the prod- 
uct range to take account 
of differences in dimate. 

It is too early to say 
whether Next will succeed 
where others have failed: the 
company is still at the exper- 
imental stage with its US 
stares. 

Mr Keens says: “What we 
don’t want to do is is open 50 
stores and find only 10 are 
right We are here far the 
long term: when we know 
what is right then we will 
roll it out" 
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BRITISH VITA PLC 

Successfully blending Engineering and Polymer Technology 


HIGHLIGHTS 

FROM THE INTERIM RESULTS TO 30 JUNE 1997 

Profit before tax up 21% to £32.0m 

^ Continuing earnings per share up 16% 

^ Dual strategy of continuous margin 
improvement and long term growth 


International leaders in the production of specialised 
polymer, fibre and fabric components ... serving the 
furnishing, transportation, apparel, packaging, engineering 
and industrial markets throughout the world. 


y 


BRITISH VITA PLC, MIDDLETON, MANCHESTER M24 2DB. 
Telephone: 0161-643 1133. Fax: 0161-653 541 1. 

Copies of the Interim Report can be obtained from the Company Secretary 


BUSINESSES FOR SALE 


Appear in the Financial Times 
on Tuesdays, Fridays and Saturdays. 

For further information or to advertise in this section 
please contact 

Marion Wedderbum on 444 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 



CONTRACTS & TENDERS 



National Professional Qualification for Headship (NPQH) 

CONTRACT TO UNDERTAKE AN EVALUATION OF THE NPQH 

The Teacher TYaining Agency (TTA) invites bids for a contract to undertake an 
evaluation of the National Professional Qualification for Headship (NPQH). 

The purpose of the NPQH is to raise standards in education by ensuring excellent 
leadership. It will prepare aspiring headteachers for the single most important role 
in schools. The NPQH is based on national standards for headteachers which set 
out the knowledge, understanding, skills and attributes required for headship. 

The evaluation will comprise two tasks: the first will focus on the first year of the 
implementation of the NPQH. The second will be a longitudinal evaluation of the 
effect of the qualification. The contract will run from November 1997 to 
September 2000. 

The TTA wishes to secure the evaluation of this high profile and major initiative 
with a team which has a first class track record of expertise and achievement in 
evaluation activities in leadership and management contexts inside as well as 
outside education. 

The deadline for the submission of tenders is noon on 16 October 1997. 

Requests for a contract specification and enquiries about contractual matters 
should be directed to Susan Walcott, Teacher Training Agency, Portland 
House, Stag Place, London SW1E 5TT (telephone 0171 925 3831, fax 0171 
925 3808; or EMail to TTA@GTNET.GOV. UK). Enquiries about professional 
matters relating to this contract should be directed to Gerard McAlea 
(telephone 0171 925 3720, fax 0171 925 3800). 


CONTRACTS & TENDERS 



National Professional Qualification for Headship (NPQH) 

RE-TENDER TO APPOINT A PROVIDER OF THE 
NPQH ASSESSMENT CENTRE IN THE SOUTH WEST REGION 

The Teacher Training Agency (TTA) invites bids for a contract to provide an Assessment 
Centre for the National Professional Qualification for Headship (NPQH) in the South West 
region from January 1998. This is an invitation to re-tender for a contract previously let in 
September 1996. 

The purpose of the NPQH is (o raise standards in education by ensuring excellent leadership. 
It will prepare aspiring headteachers for (he single most important role in schools. NPQH 
training and development is available throughout England and Wales and can be taken over a 
period of up to three years, ll is based on notional standards for headteachers which set out 
the knowledge, understanding, skills and attributes required for headship. 

The Assessment Centre is responsible for. 

(a) operating selection procedures for aspiring headteachers from GM schools and City 
Technology Colleges seeking central funding, and for those not seeking central funding; 
and 

(b) conducting the initial needs assessment of candidates, assessment of the key areas of 
headship and final assessment for the award of the NPQH. 

Those bidding for the contract will need to show a proven track record of expertise and 
achievement in assessing professional knowledge, understanding, skills and attributes in 
leadership and management and show how they will incorporate best practice from inside 
and outside education. 

The deadline for the submission of tenders is noon on 28 October 1997. 

Requests for a contract specification and enquiries about contractual matters should be 
directed to Susan Walcott, Teacher Training Agency, Portland House, Stag Place, 
London SW1E 5TT (telephone 0171 925 3831, fax 0171 925 3808 or EMail to 
TTA@GTNET.GOV.uk). Enquiries about professional matters relating to this contract 
should be directed to Simon Grim wood (telephone 0171 925 3744, fax 017] 925 3800 or 
EMaO to TTA@GTNET.GOV.UK). 
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INTERNATIONAL CAPITAL MARKETS 


Firmer US opening underpins Europe 


GOVERNMENT BONDS 


By Tracy Corrigan 
ta New York and 
Vincent Boland hi London 

Most government bond 
markets moved higher yes- 
terday as investors took a 
more benign view of infla- 
tion and interest rate pros- 
pects. A firmer opening in 
US Treasuries underpinned 
modest gains in Europe, 
where convergence plays 
again came to the fare in 
Italy and Spain. 

US TREASURIES edged 
higher in the morning as the 
market absorbed the details 
of the latest speech by Alan 
Greenspan, chair man of the 
Federal Reserve, on Friday. 

Mr Greenspan's measured 
comments were mainly 
viewed as neutral for the 
market. Although he 
expressed some concern 
about rising asset prices, he 


also suggested the continued 
strength of the economy and 
lack of inflationary pres- 
sures might be explained by 
productivity gains that had 
been underestimated. 

The US long bond rose 
to 96$* yielding 6.63 per 
cent, in morning trading. 
Dealers said the long end of 
the market was supported by 
speculation that the number 
erf 1 long bond auctions next 
year might be reduced from 
three to two, due to the 
Treasury’s reduced funding 
requirements. 

Meanwhile, market watch- 
ers are waiting for key data 
releases. Both producer 
prices and retail sales, fig- 
ures are due at the end of 
the week. The producer price 
index Is expected to show its 
first rise in seven months, 
with a gain of 0.3 per cent 
expected by economists sur- 
veyed by MMS International, 
due to higher energy prices. 


Richard Gilhooly. Trea- 
sury bond strategist at Pari- 
bas Capital Markets, said 
other factors, such as 
Increases in ticket prices by 
US airlines, were likely to 
cause further Inflationary 
press ur es, but not for sev- 
eral months. 

GERMAN BUNDS traded 
firmer ahead of the latest 
data cm jobs for August The 
December futures contract 
settled at 10L58. up 02A from 
Friday's settlement though 
it again traded in a narrow 
range. 

Analysts said that if the 
unemployment figure for 
August originally expected 
to be unchanged from the 
previous month, came in 
higher, as some economists 
now expect it would be a 
further argument against 
any upward shift in German 
interest rates, thereby boost- 
ing bunds. The Bundesbank 
is thought unlikely to make 


any change to its securities 
repurchase (repp) rate at 
today's fixing: 

However, German output 
data due an Wednesday are 
clouding the picture some- 
what If forecasts of an 
annual rate of 23 per cent 
are borne out "it would tend 
to reinforce the i m pression 
the German recovery is 
starting to pick up steam, 
with untoward consequences 
for German rate moves in 
the market's eyes", said 
David Brown, European 
economist at Bear Steams, 

There was good news on 
the interest rate' front else- 
where, however. UK GILTS 
put in another good perfor- 
mance after publication of 
producer price data for 
August and industrial pro- 
ductioo'for July appeared to 
confute that the Bank of 
England was right to keep 
interest rates on hold, for 
the moment at least 


The September gilt con- 
tract settled A higher at 
115%, while the December 
contract settled at 115%, up 
&. Bat they underperformed 
bunds and closed off their 
highs for the day. 

Analysis at ABN Amro 
Hoare Govett said in a report 
that the data showing indus- 
trial production up 0.6 per 
cent on a month-on-month 
basis In July, and up SL3 per 
cent year-on-year, showed 
that talk of a manufacturing 
sector recession was prema- 
ture. 

However, they said that 
"with the transactions 
impact of stealing’s rise yet 
to be felt fully On trade vol- 
umes and CCCQSUmer dgmand 
to slow next year, manufac- 
turing is not out of the 
woods.” 

The stronger inte rnational 
tone again helped Italy and 
Spain to do weH ITALIAN 
BITS had another good day. 


although they closed off 
their highs. The positive 
toad was generated by fur- 
ther Emu convergence fac- 
tors and the hanlg n domestic ' 
inflation background. ' The 
December contract settled at 
309.76, up 0.44, in active trad- 
ing: 

The positive Italian tone 
also gave a further boost to 
SPANISH BONOS. Analysts 
said the market appeared to 
be betting on another cot in 
Spwnfab interest r a ipg after 
the publication on Friday of ; 
inflation data far August, 
which is expected to be 
positive. 

The September bono 
future settled at' 1X7.86, 
up 030, and the December 
future '.settled at 101.71, 
up 034. 

In FRENCH BONDS, the 
notional September and 

December f utur es contracts 
settled at 130.00 and 9&S0 

respectively. 


Asset-backed issues 
dominate activity 


New international bond issues 
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INTERNATIONAL BONDS 


By Samer tskandar 
and Andrew Fisher 

Issues of asset-backed 
securities dominated pri- 
mary market activity yester- 
day. Morgan Stanley Dean 
Witter launched a 16-tranche 
issue of global bauds backed 
by US residential mortgages, 
through AMRESCO RESI- 
DENTIAL SECURITIES, a 
financial vehicle set up for 
the transaction. 

Morgan Stanley said a 
large proportion of the deal, 
mainly pre-placed. was sold 
in the US. Maturities varied 
from six months to 13 years 
and ratings ranged from 
triple-A to triple-B. One 
tranche, which accounted 


for well over half the total 
gmnnnt of ffROm , dominated 
the transaction. 

SWISS BANK CORPORA- 
TION launched its expected 
two-tranche securitisation of 
credit Unicurf notes. Because 
the deal transfers part of the 
bank’s credit risk to inves- 
tors. it will result in a reduc- 
tion in SBCs capital require- 
ments. SBC said this would 
have a positive effect on its 
profitability. 

EIB, the European Invest- 
ment Barite, is expected to 
launch a Y50bn deal today. 
The borrower, which often 
pays lower yields than the 
underlying government bond 
markets, will in addition 
';Wefif from historically low 
Japanese interest rates. 

Late yesterday, traders in 


London speculated that Mor- 
gan Stanley and Nikko Secu- 
rities would be appointed 
lead managers. 

COCA-COLA ENTER- 
PRISES, the world's largest 
soft drinks bottler, which is 
44 per cent owned by the 
Coca-Cola Company, will in 
the enming days issue the 
first tranche of bands under 
a new £25bn euro-medium 
term note programme. 

The programme is a single 
legal framework under 
which a borrower can make 
sevaal band issues in differ- 
ent currencies. The forth- 
coming tranche will he 
$500m of eurobonds with a 
five-year maturity. 

Proceeds will be used to 
refinance existing short-term 
debt taken on during recent 
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acquisitions in Belgium, 
France, the Netherlands and 
the UK. The company's 
long-term debt is rated A3 by 
Moody's and A+ by Stan- 
dard & Poor's, which down- 
graded it in July from AA-. 

Roadshows were held last 
week in Zurich, Geneva. 
Frankfort, Amsterdam, Lux- 
embourg and Brussels. One 
syndicate official said the 
choice of cities showed the 
bonds would be aimed at 
retail investors, who are usu- 


ally attracted to securities- 
with household names. 

The EMTN programme 
was arranged by Lehman 
Brothers. Salomon Brothers 
and UBS will he joint leads 
of the first tranche. 

GMAC - General Motors 
Acceptance Corporation - 
the financing arm of General 
Motors of the US, will today 
announce details of its 
planned issue of between 
3500m and (Lbn in bonds in 
both D-Marks and sterling. 


It said the issue was the 
first to give investors a 
choice between a currency 
that win he absorbed into 
the planned European mone- 
tary rmlfin etUTJ arid twin that 
will Initially remain outside. 

Merrill Lynch, which is 
acting as global coordinator, 
said the D-Mark tranche 
would be the first global 
bond issue in the currency 
by a corpor at ion, as opposed 
to a government or mortgage 
bank. 


P.APITAL MARKETS NEWS DIGEST 


CME aims futures 
at retail buyers 

The first stock index futures targeted specifi cally at PS 
individuals, rather than institutional investors, will start 
trading on the Chicago Mercantile Exchange today, when 
the US’s second largest f utur es exchange launches its 
“mini " contracts based on the Standard & Poor's 500 stock 
index, one of the standard measures of the UB stock mar- 
ket The new mini contracts will be priced at just $50 mul- 
tiplied by the level of the index - around $46,450 at the 
god of last Week - compared with $500 times the index far 
the CME’s existing contracts. This means the margin pay- 
ment that investors have to put up as security will be cni 
to little more tham$2,000, compared with 10 times that 

gnmirmt. under current SAP contracts. 

Unusually, the new contracts will also be execut e d bath 
by open outcry (on the Boor of the e xc hange ) and, simni- 
taneously, electronically through the CSCE’s Globes termi- 
nals. Electronic trading will also be available round the 
dock (except for a Ifrmmute break for set tlement pur- 
poses), with prices available on the internet. 

Trading volumes - andthose for new contracts an the 
Dow Jones Industrial Average which are due be launched 
by tine rival Chicago Board of Trade next month - will be 
closely watched, to see whether the excha nges .c an sufr 
cessfuHy tap the smaller, private investor market Some 
retail brokerages have been enthusiastic about the new 
products, but both exchanges remain cautious about pre- 
dicting likely volumes. Nikki Tail, Chicago 

■ FUND MANAGEMENT 

July’s strong gains erased 

A difficult environment in August erased most of the 


era in the previous m onth. Only 16 out of 78 funds regis- 
tered positive return s last month, according to TASS 
Mnwngpmw n t , a London-based research company which 
tracks the performances of investment managers. 

“August was one of the single most difficult trading 
months in recent years far the managers we measure,” 
said Nicola Meaden, chief executive of TASS. “Most pro- 
grammes were unable to capture profits from the 
shor t-term trading opportunities provided during the 
month." 

The few profitable funds gained mainly from currency 
trading, especially by taking positions for very abort peri- 
ods. TASS wisn said going short on certain Asian curren- 
cies the dollar was a winning strategy. Trades 

involving the yen and the r emark also provided opportu- 
nities. The highest performance was recorded by JWH 
Intern ational Foreign Exchange Program, which rose 632 
per cent, followed by QFS IPS Currency Program, which 
was up 5.19 per cent Samer Iskandar, London 

Comments and press releases about coverage of 
international capital markets, commodities or 
international companies can be sent by email to 
mtemationaLcmiyxmies@fLcom 
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CURRENCIES AND MONEY 



-Mark falls on renewed jobs gloom 


markets report 


By Simon Ktipw 

The D-Mark dropped 
yesterday afternoon on 
leaked news that today's 

German ..jobless data for 

August would, show a sharp 
- rise. The total number of job- 
Iras is thought to have 
increased by more, than 
50,000 on a seasonally, 
adjusted basis. •'• 

.The' .' D-Mark had had a 
good start to. the- day, con- 
tinuing its advances of the 
past month as the country’s 
economy has seemed to 
: improve. However, the cur- 
rency fell from a high of 
DM1.7940 against the dollar 
after the jobless news 
emerged. . 

• ' The dollar was also helped 
by strong US stock and bond 
markets. These shrugged off 
a speech on Friday evening 
by Alan Greenspan, chair- 
man of the Federal Reserva 
Discussing interest rates, he 
had said: “With labour mar- 


kets currently stretched 
tight, we need to remain on 
alert" Hie also sounded dubi- 
ous as to whether the US 
economy had undergone 
structural changes that 
allowed it to grow fester at 
lower rates of inflation thaw 
before - the so-called “new 
era" view. Most in the mar- 
kets read his speech as mod- 
erately hawkish, but it did 
little to create belief that the 
Fed would raise rates soon. 
“It certainly didn't have a 
major impact,” said Adrian 
Schmidt, senior economist at 
Chase in London. 

The D-Mark closed in Lon- 
don at DML810 to the dollar, 
03 pfennigs weaker t han Fri- 
day’s dose. The dollar was 
unchanged against the yen 
at Y12L2. The pound slipped 
to $1383 against the dollar. 

York 
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■ With Asian currencies no 
longer plunging daily, the 
market is now trying to dis- 
tinguish those that win now 
rise from the dead from 
those for which things will 
only get worse. 

Hong Chye Qnah, Merrill 
Lynch's investment strate- 
gist for south east Asia, sug- 
gests a way of picking losers. 
At Merrill’s global strategy 
conference in London last 
week, be said that the cur- 
rencies that must fall fur- 
thest belong to countries 
with big debts: Indonesia 
and the Philippines. 

Mr Hong says countries 
with large debts wQl have to 
keep interest rates high, in 
order to attract foreign 
funds with which to service 
the debt. Philippine, Indone- 
sian and Thai rates have 
risen about 800 basis points 
since June, when the Asian 
currency crisis began. High 
rates should slow down their 
economies, hurting their cur- 
rencies. An economic slow- 
down is also required to 
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reduce their imports and cut 
their trade deficits. 

Mr Hong thinks the Thai 
baht will suffer less than the 
Indonesian rupiah and the 
Philippine peso, simply 
because the baht has already 
fallen so far. The debt is in 
the price, he says. 

However, Peter von May- 
dell, senior currency econo- 
mist at UBS in London, 
believes that those countries 


with most to suffer are those 
that have suffered least so 
far. The ringgit and the yen 
therefore have furthest to 
fall: the former, because 
despite the crisis Malaysian 
interest rates are still 
around US levels; and the 
latter because the yen has 
hardly dropped and must 
catch up with other Asian 
currencies to remain compet- 
itive. Mr von Maydell says 
Malaysia’s trade account and 
expected growth rates create 
a gloomy outlook for the 
ringgit. Investors have been 
only somewhat reassured by 
Dr Mahathir Mohamad, the 
Malaysian prime minister, 
who late last week promised 
to cut some big projects and 
stopped shouting at mar kets. 
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Mr Hong shares Mr von 
Mayd ell’s gloom over the 
yen, albeit for different rea- 
sons. He notes that Japan's 
main exports to south east 
Asia are machines and large 
consumer durables: precisely 
the items likely to be cut, as 
states scale back on infra- 
structure and consumers on 
big-ticket purchases. 

Mr Steve Jennions, emerg- 
ing markets analyst at 
Credit Agricole Indosuez in 
London, notes that the cur- 
rencies that have fallen least 
are the Singapore and Hong 
Kong dollars. They could 
now suffer catch-up declines, 
he warns. 

Mr Hong says the Hong 
Kong dollar's interest rate 
premium is 100 basis points 
higher than six months ago, 
as the currency risk is seen 
to have risen. But he fore- 
saw no strong attack on 
Hong Kong’s currency peg, 
saying: “No financial institu- 
tion would dare offend 
China, for fear that it would 
be blacklisted." 
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26 

1019 

37296 

24 

37.1445 

24 

36.451 

26 

1019 

68003 

20 

6856 

2.1 

6.7496 

2.1 

1036 

5.4177 

2.6 

5.3941 

26 

£6203 

24 

806 

6077 

26 

60532 

26 

59444 

24 

104.1 

1.8065 

26 

1.7987 

2.6 

17637 

26 

1024 

285.67 

-56 

287.725 

-4.7 

294675 

-3.7 

646 

1.4092 

0.6 

1.4883 

06 

14687 

ai 

- 

1765.62 

-12 

1788.62 

-1.1 

177205 

-06 

760 

37296 

24 

37.1445 

24 

36451 

26 

1016 

20340 

26 

20263 

26 

19885 

26 

1012 

74264 

26 

7698 

26 

72863 

2.1 

987 

183694 

02 

183 64 

02 

18247 

07 

926 

15268 

04 

152.405 

06 

15123 

09 

786 

7.7607 

1.4 

7.7414 

15 

7.6674 

16 

882 

14814 

46 

14708 

46 

1.4253 

4.1 

1086 

16007 

14 

16768 

15 

16619 

16 

1006 

10853 

-16 

1.0885 

-1.7 

1.104 

-19 

- 

16793 

2.7 

16736 

2.6 

1653 

2.1 

859 

76865 

-16.7 

80975 

-164 

9008 

-156 

- 

- 

- 

- 

- 

- 

- 

1067 

16671 

06 

16653 

0.7 

16569 

08 

946 

7.7473 

-0.1 

7.7482 

-0.1 

7.7505 

OO 

- 

366325 

-46 

37.1175 

-46 

MM 

-45 

* 

12064 

5.1 

119.64 

50 

11564 

46 1289 

29195 

-19 

29265 

-19 

2958S 

-15 

- 

16697 

-06 

16731 

-06 

16822 

-09 

- 

3.7512 

-02 

3.7522 

-02 

3.7589 

-02 

. 

16043 

14 

16005 

15 

1481 

1.7 

- 

4.732 

-10.4 

461 IS 

-102 

5.114 

-90 

- 

2B62B 

-0.5 

28637 

-06 

28.7295 

-04 

. 

36695 

-146 

376 

-122 

3863 

-66 

- 


WORLD INTEREST RATES 


MONEY RATES 

September B Over 

night 

Ona 

mortih 

Uvae 

mtftt 

Sta 

mthe 

One 

year 

Lamb. 

lifer. 

Dls. 

ran 

Repo 

rare 

Belgian 

3i 

% 

34k 

3ft 

38 

600 

260 

- 

Fnm 

Stt 

3 4 

3W 

34 

9H 

3.10 

- 

4.75 

Qernmv 

Si 

3 Hi 

314 

3% 

3S 

460 

260 

390 

inland 

6* 

Bft 

BK 

Bft 

8ft 

- 

- 

6.7S 

tab 

6* 

6fl 

7ft 

6fi 

m 

775 

825 

6.79 . 

NaffirafeadB 

34 

34 

34 

3Y, 

SB 

- 

260 

390 

Swftwtod 

1H 

14 

lit 

19k 


- 

190 

- 

us 

5ft 


Sfl 

5t» 

5S 

- 

500 

- 

Japm 

S 

Yt 

» 

« 

ft 

- 

flgfl 

- 

■ S UBOfl FT London 








farierbaok fixing 

- 

3fl 

Sfl 

Sit 

Oft 

- 

- 

- 

US Holer CDs 

a 

544 

548 

567 

5.76 

i- 

- 

- 

ECU Linked Do 

- 

4ft 

414 

4% 

44 

- 

- 

- 

8DR Linked Da 

- 

34 

3 H 

» 

3 S 

- 

- 

- 


s U8QR ktorbank fMng nbw ire offered mat lor 510m quoted to the nwtat by foi# 
idem tonka at Hem aecti working toy. Die tortre rees Bactara Tran. Bank or Tokyo 
MteutaUA Barttoye tod Matronal WratnanetDr. 

Wd naaa mm ahoaai br me tornaaee Money Rataa, USS COa. ECU A SOR Linked Depoaka (CW- 

EURO CURRENCY INTEREST RATES 

Sap 8 Short 7 days One Three She 


notice 


month martifta months 


One 

year 


Betgtan Franc 

3*2 

■3ft 

3H 

-3« 

3ft 

-3« 


■ ft 

ft 

-ft 

3?* 

■ 323 

aontoh Krone 

3A 

- 344 

3U 

-3,4 

3 IS 

-aft 

3»8 

-3« 

Mi 

-ft 

ft- 

-3U 

Gorman Mark 


■3A 

3A 

- Sts 

34 

-3ft 

31, 

-31, 

3U 

-3ft 

ft- 

■3ti 

Dutch Gukder 

V* 

-31* 

3A 

-3A 

3^1 

-3M 

3>J 

■ft 

3A 

-3ft 

ft 

ft 

Ranch Franc 

3J+ 

-31, 

34 

-3A 

3tt 

-31, 

3i| 

-3ft 

ft 

-ft 

3 H- 

-3« 

PonuguoM Esc. 

5« 

-51, 

54? 

-5A 

sh 

-5 43 

5« 

-5ft 

ft 

-ft 

54 

■ft 

Speniah Peoeta 

5A 

-5i4 

5V 

-5A 


-54 

su 

-ft 

54 

-54 

ft- 

■54 

Staring 

7*0 

-64 

7,'. 

-8S 

7ft 

-7ft 

7ft 

-7ft 

7ft 

-7ft 

7ft ■ 

•7ft 

Sms Franc 

1^ 

-m 

He 

- 11+ 

Tb 

-m 

Th 

-ft 

III 

-itf 

13 

-iH 

Canadian DcOar 

3d 

-3A 

3 h 

-3^4 

3B 

-aft 

3*1 

-ft 

3* 

-ft 

4^»- 

-ft 

USDofer 

514 

- 5*1 

5ft 

-aft 

5fi 

-5« 

9H 

-3ft 

5 n 

-ft 

84- 

5<? 

Itaton Lira 

7A 

-« 

8* 

■ m 

«*{ 

-83+ 

BK 

-6R 

6fl 

-ft 

ft- 

-84 

Japaneao Yon 

Ja 

-u 

A 

-A 

A 

-ft 


-ft 

w 

-ft 

V 

■ h 

Asian SSJng 

7- 

SJfli 

3A 

-3ft 


-3*8 

3H 

-3rt 

3^ 

-31» 

33- 

-33 


Dofe 

and Yan. edrara: 1 

Me toys’ nones. 




I (MATTFJParis ktietbank offered rare 



Open 

Sett price Change 

High 

Low 

Est voi Open tot 

Sop 

9668 

96.59 

+0.01 

9669 

9869 

551 

48208 

Doc 

96*43 

9846 

+094 

9648 

98.45 

1944 

40432 

Mar 

9828 

9651 

+098 

9861 

B629 

920 

29,103 


■ THW MOUTH BUBOMAHIt fUTUHBS (UFFE)* DM 1m polnta Of 100% 



Open 

Sen price Change 

hffgh 

Low 

Eat. voi Open fnL 

Sep 

9668 

96.72 

+003 

96.72 

98X9 

23493 

212496 

Doc 

9647 

9660 

+004 

9661 

9647 

20610 

284838 

Mar 

98.30 

9823 

+0.04 

96.34 

9660 

16050 

283068 

Jun 

9897 

96.11 

+004 

98.12 

96X7 

22482 

216863 

■ OH MONTH HUHOMMK FlXTUftaS (UFFE) - 

DM3m poima of 100% 


Open 

Setiprico Change 

High 

Low 

EsL voi 

Open InL 

Sep 

9690 

96.81 

+0.01 

9860 

96.80 

25 

398 

Oct 


96.73 

+001 



0 

265 

Nov 


96.88 

+001 



0 

60 

Dec 


9647 

+001 



0 

700 

■ THMS MONTH KWNHJItA FUTURES (UFFE)* LIOOQm poima of 10006 


Open 

Sett price Change 

High 

Low 

at vol Open (nt. 

Sep 

9320 

8321 

+8X2 

8322 

93.13 

8122 

78836 

Dec 

3359 

9369 

+003 

9360 

B3.57 

16SS2 

100790 

Mar 

94.03 

94X16 

+0X6 

94.07 

94X1 

10864 

63540 

Jui 

9428 

8444 

+OII 

9445 

9466 

15388 

52328 

■ THM 

HI MONTH D 

MO SMM FRANC FIRUIMS JiFFE) SFrlm points of 100% 


Open 

Sett price Change 

Hgh 

Low 

EsL vol Open InL 

Sep 

9846 

9845 

-OOI 

9849 

9845 

BMW 

49309 

Dec 

98.14 

98.13 

+0 

98.18 

96X9 

18918 

62141 

Mar 

9790 

97.92 

+0 

97.96 

9769 

4564 

31514 

Jun 

9794 

97.70 

+0X1 

97.73 

97.63 

1015 

13527 

■ TM 

Ml MONTH EUHOYSM FUTURES (UFFE) YlOOm points of 100% 


Open 

Sett price Change 

Ugh 

Low 

Eat vol Open InL 

Sep 

99.41 

9942 

+0 

9942 

99.41 

100 

rVa 

Doc 


9942 

+0X2 



0 

n/a 

Mar 


9927 

+0X4 



0 

n/a 

■ TM 

IB MONTH KCU FUTUM1 (LH=FE) Eculm points of 100% 



Open 

Sett price Change 

Hlfih 

Low 

EsL vol 

Open kiL 

Sep 

95.64 

95.68 

+0X4 

9567 

9563 

433 

10313 

Doc 

B565 

9568 

+0X5 

BS68 

9565 

341 

10330 

Mar 


9562 

+0X5 



0 

6419 

Jun 

9542 

9544 

+0X4 

9542 

9542 

18 

3503 


* IfFE tutunrn N*0 traded on APT 

■ pjwotjka ornoeee (UFFg Liooom poiras of ioo9i 


Strika 

Price 

Sep 

- CALLS - 
Doc 

Mar 

Sep 

— PUTS - 
Dec 

Mv 

9300 

OJ22 

0.62 

1.10 

0.01 

0X3 

0X4 

9325 

0.02 

040 

067 

0.06 

0.06 

0.06 

9350 

0X1 

062 

0.66 

060 

0.13 

aio 


EsL not total. CtAt 2307 Pure S84. Previous day* open ML, Call 1B0431 Pula 73B3S 


-;r: A' 


■» 


CROSS RATES AND DERIVATIVES 


■ ■£ ^ 




1 * < 

- " 1 *. 

■ 

■ +*.« .1 
?! 




. Jm ■' 

--JS 




" v; >s 

; " 4" j 

' - rf • 

■y i 


EXCHANGE CROSS RATES 

Sep 8 BFr . DKr FPr 


DM 


NKr 


Pta 


SKr 


cs 


L 

• -4 - " 


(Bft) 

100 

18.44 

1669 

4644 

1.798 

4720 

5456 

1961 

4816 

4064 

2079 

3678 

1691 

3699 

2676 

3242 

2.489 

= 


Denmark 

(DKr) 

5462 

10 

8634 

2627 

0974 

2559 

2659 

1060 

2686 

2215 

1167 

2.167 

0617 

2.006 

1451 

175.8 

1639 




(FFr) 

81X8 

1162 

10 

2673 

1.102 

2897 

3648 

1262 

3016 

2507 

12.76 

2442 

1.038 

2670 

1.842 

188.0 

1.515 




(DM) 

2064 

3607 

3663 

1 

0671 

9746 

1.126 

4.110 

1015 

8461 

4692 

0621 

0649 

0.784 

0552 

8663 

0510 


y.- 0 


(E) 

5568 

1067 

9X72 

2697 

1 

2828 

3.038 

11.09 

2736 

2276 

1158 

2615 

0941 

2.060 

1480 

1805 

1675 


• ’ . j 

Italy 

(L) 

2.119 

0691 

0345 

0103 

0038 

100 

0116 

0422 

1042 

8.653 

0441 

0X64 

0X36 

0X78 

0X57 

6669 

0X52 


■ -1 


(H) 

1863 

3680 

2688 

0688 

0629 

865.1 

1 

3649 

9011 

7465 

3611 

0729 

0310 

0678 

0490 

6942 

0453 

> 



(NKr) 

5022 

9662 

8.183 

2433 

0602 

2370 

2.740 

10 

2466 

205.1 

1044 

1698 

0849 

1.858 

1644 

1626 

1640 




m 

2064 

3.751 

3614 

OJW 

0685 

9600 

1.110 

4X50 

100 

83X7 

4629 

0608 

0344 

0.752 

.0544 

6564 

0502 


. • ' w 

Spain 

(Pto) 

24.49 

4616 

3.<MO 

1.186 

0440 

1158 

1636 

4675 

1204 

100 

5X91 

0674 

0414 

0608 


7968 

0605 

" 



(SKr) 

48.10 


7636 

2630 

0664 

2270 

2624 

8-577 

2365 

1964 

10 

1614 

0613 

1.779 

1687 

1556 

1.188 




(Sft) 

25.14 

4.635 

4X95 

1618 

0461 

1106 

1671 

5X05 

1236 

102.7 

5626 

1 

0425 

0630 

0673 

8149 

0621 

- 



(E) 

58.14 

1091 

9638 

2685 

1X82 

2791 

3627 

11.78 

2906 

2415 

1260 

2653 

1 

2.188 

1.683 

191.7 

1480 


"" 

Canada 

(CS) 

27X3 

4688 

4404 

1610 

0485 

1Z76 

1475 

5683 

1326 

1104 

5.621. 

1.076 

0457 

1 

0723 

8764 

0687 




n 

3767 

8692 

6X89 

1610 

0671 

1784 

2X38 

7441 

183.7 

1526 

7.770 

1487 

0632 

1682 

1 

1216 

0623 




OO 

3065 

5688 

5X25 

1.494 

0554 

1456 

1.683 

6.142 

1316 

126X 

6413 

1627 

0522 

1.141 

0625 

100 

0762 



Ecu 


4050 

7470 

0599 

1.962 

0727 

1912 

2610 

6X64 

199.1 

165.4 

8421 

1611 

0685 

1498 

1.084 

1316 

1 


CM* Kroner, Ftwch Franc. NonregUn Kroner, end Svn«* Kronor per 1ft Befttoi Freoo. Y*. Ea»to Ua t 
ipMJ^ DM 125.000 per DM 


per 100. 


I (1MM) Yen 126m per Yen 100 


Open 

WSop 06552 

Dec 06585 

Mar - 


Sep 

Dec 

Mar 


Change rtgh Low EsL uol Open bit 
Q654S -0.0003 06574 06540 36,788 85656 

06583 -09002 0.5608 06574 9.311 22,147 

a 561 7 - - 50 1641 

OMM) SR 125600 par SFr 


Sep 

Dee 


Open 
06260 06278 

06375 0.B384 

08490 


Change High Low EsL voi Open bit 

+00007 06290 0.8257 32640 62,924 

+00007 08300 06371 12634 24684 

7 888 


nmmsa (emkq es 2600 per e 


06774 0.6775 -06001 06811 0.8783 28684 47647 

a 8852 - 06844 -06003 - 0.6880 0.6833 4640 9685 

■ 06917 - - “ 8 ’ T ' 068 


UK INTEREST RATES 


LONDON MONEY RATES 

Sep 8 Over- 7 days 

night notice 


Sep 16902 16838 -06082 16928 16810 8.449 41,092 

Dec 16846 16780 -06080 16858 1.5760 1,514 7659 

Mar - 16710 -06088 - 16710 1 209 

EMS EUROPEAN CURRENCY UNTT RATES 


One 

month 


Tinea 


Ona 


interbank Stertng 7^ - 6% - SB £f - 7 7A - 7& 7£ - 7ft 7&-T& 

StartnoCOa - - S'S & 

SSTSaf 1 ^ •’ " Sa-ea bb-« 7A-7& 

SSaSnraydft». 7-6% 7-6% 7* - 7A 7^« - 7*, 7» - 7& 7* - 7« 

Dtacouti Marker depa 7-6% 6% - 8% - - 

UK daarira »■* b “» fentfng rata 7 par cent from Aug 7. 18B7 

Up to 1 1-3 3^ 6-6 . 9-12 

month month muntha monthe montire 


Carta ol Tree dapL S10060C9 2 1 ! J 

Cwtg o« Tm dop. imder ChXUXto » 2 , 2PSr£NiOlg»'*4*4ieivni^Br»jfli1+^P^^ 

Houw Btree Rue 7>2pe tom Sep 1. 19G7 

uiumi rerraUWO PUTUigS (UFFQ K500.000 polna jti 


4V 
Make • 

BBJOpc. 


100 % 


Sep 

Dec 

Mor 

Jun 

Sep 

Also 


Open Sett price Change Wgh 
82.73 92.74 +061 82.74 

IS 92.65 +064 gj; 

92.60 9264 +0.05 9265 9260 

92.63 3267 +0.04 92.68 

82.72 - 92.74 +064 8 2-75 82.72 

cm APT. ai Open Mrswt flga. are tor predoua day. 


Low EsL uol Open InL 
92.73 4903 100602 

25103 130217 

17752 107932 

10022 73817 

4322 58878 


— —ret im> ornOMS flJffS ESOQ.OQO polnlff & 

PUTS 

Sep Dec M«r Sap Dec 
025 0. O- 05 

0,11 AOS A16 

0.04 026 0,38 


Strike 

Price Sep Dec 

0250 024 02° 

9275 062 066 

enrawa™. 


Mto 

0.11 

noo 

040 


Ett. WL total, CMe- 


Sap 5 

Ecu con. 
rates 

Rate 

against Ecu 

Change 
or day 

% +/-feo m 
con. rate 

% spread 
v weakest 

Div. 

ind. 

Inland 

0798709 

0732741 

-0.00329 

-866 

1161 

58 

Itafy 

190848 

1918.80 

+018 

065 

162 

-5 

FMand 

565424 

569800 

-0.00554 

075 

161 

-5 

Portugal 

187686 

199597 

-0008 

1.11 

145 

-7 

Spain 

183626 

180020 

-0X2 

154 

162 

-9 

Do unit: 

764555 

7.49573 

-000229 

2.04 

052 

-14 

VMfMrfimd* 

2.18979 

261797 

-0X0060 

trx> 

035 

-16 

Germany . 

162573 

166896 

-0X0051 

264 

052 

-22 

Austria 

135485 

13.8359 

-00033 

267 

050 

-17 

Belgium 

38.7191 

406563 

-00109 

256 

061 

-17 

Ffimi# 

8.46883 

662498 

-0X0153 

258 

OOO 

-22 

NON ERM MEMBERS 






Oroaos 

295669 

310673 

-0119 

5X6 

-258 

- 

UK 

0793103 

0685197 

+0001291 

-1361 

18.73 

- 

EamsrtnM 

M by the Eunpaan CormrHt 

m. ewrandas ora In dreeanang ntotra mngtii. 


i cnenge rUntera a mdt ourancyOMsgenoe dnws rrt* ado 
mnee orestsen tie saud rrratot md Ecu cerem ntra Cor a 
Mdton a *e amroyk erwkst rat* tan to Ecu 
L AdfuetroeM edeulnd by tire RnancW Ttoea. 

■ PMUDBJPHUae C/S OCTKMS E31650 (certa pv pound) 


Sbffte 

Price 

Sop 

- CALLS 

Oct 

Nov 

Sep 

~ PUTS — 
Oct - 

Nov 

1680 

160 

261 

351 

046 

164 

261 

1686 ■ 

066 

1.97 

2.69 

063 

2X0 

293 

1680 

066 

163 

250 

142 

252 

360 

Preriouo ifcyfc voL Cafe 582 Pula 703. 

Prev.de/oeeenlnt.Cafe3662iPiJto37SM 

■ Pit OF 

MD-PHU.SS 

DtoURK/S OPTIONS DM82600 (S per DM) 









Wlw 

Price 

. Sap 

Oct 

NOV 

Sep 

Oct 

NOV 

0546 

1.10 

149 

- 

0.07 

05S 

068 

0650 

069 

1.16 

161 

0.15 

060 

0.78 

0666 

055 

OB7 

153 

052 

0.71 

058 


Trade* dayt voL, Ctoi -\fn7 Pure 1.10! . Brw. dKf* open It*. Cato 23fiG8Pitt 22619 


gM8^ Sim points at 100% 


base lending rates 


Adam & Company 7.00 
AM Hah Sark (G8) 760 
•Hsfiy Ansbacher 760 
BenkafSareda 7.00 
BrawjBfcae vttcaya 760 
BankefCypiui 7M 

Bank of Wend 7.00 
Barkoflnda 7na 
BarkefSeoffand 760 
Barclays Bank 760 
BrttBkolMIdEeM 760 
MmeiSlipiByfrOiM 1 7 -°° 
OdbankNA 760 

OydeadakBer* 7.00 

ThaCtraaanrfiveSmk760 

CfiitiB&CO * 760 

Cypn* Popular Bar* 760 




% 

Duncan Laurie 760 
Exawr Bank Umiiad 860 

AnKial&GenBD* 860 
«fiobanFtaring*Co760 

efte rauMnlai 760 
Hd* Bank AG Zunch 7.00 

•HarrbrtflBank 760 

Hef tettoaGenlnyB<.760 
C-HoanaCo 760 
Itongtamg 8 Shanghai 760 
mwBstoc Bank (UK) LW760 
jjan Hodfla Bank 760 
aLH p*jjDM*SS<»760 
UoydaBw* 760 

MkfcndBanlt 700 
tigSMOtMfit 760 
MaaBroihere 760. 
._ — + 7.00 


Settitiah Widows Bank 760 
•QlngorS Friedander 760 
•Sm#i*VWmsnSece760 
SunBarldiTlCoipLld 760 
TS8 760 

Unked Bank of KuradL 760 
IMyTlUB Bank Pie 760 
Wh&ax«QrLalcla» 760 
Yorkshire B«nk 760 

• MenteaflfLwicion 
. (nueaanam Banking 
AijQoiwUnn 
* madnlnktralon 



Open 

Lfltost 

Change 

High 

Low 

EsL vol Open InL 

Sap 

. 9456 

9457 

+160 

9457 

9456 

61597 

438636 

Deo. 

9469 

9469 

+061 

94.10 

9469 

130,719 

542.194 

Mar . 

9460 

- 94X0 

- 

9461 

9369 

188673 

384682 


(IMM) Sim per 100% 


+061 


94.99 

9465 


9498 

9464 


Sap 9466 9498 

Deo 9464 9464 

hilar 8491 

AI open Interwt flto- era tor pievtaw toy 

(UFFE) DM1 m points of 100% 


931 4,675 

222 

68 . 1939 


SWto . 
Price 

Sap* 

Oct 

CALLS - 
NOV 

Dec 

Sep 

Oct 

PUTS — 
Nov 

Dee 

9625 

0.47 

057 

non 

059 

0 

062 
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38 DOVER STREET. LONDON W1X SRB 
TEL: 0171 629 1133 FAX: 0171 495 0022 
Ulp^/wvv.blLttiMik 
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CURRENCY MANAGEMENT CORPORATION PLC 
• Reel Tm Forogn ErdrengB Dosing Serves to oe townet 
a MHnn Sanice- No Commissions 05 PIP Spreads 
> • Free Raritan 180 Currancy toed 
WWW Form -CMC CO LOC EMAIL PETCROFOREX«4C.CO UK 
Tet 44 171 866 0800 Fret 44 171 972 0970 
»'•“ Address 11. OM Jewry. London EC2fiBDU RratoMeySM 


UNION TAX-SHOP LTD 

For all your tax and self- assessment needs 
Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 
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in Futures. Options & iA: 
QtrraKus with dirtn ocas Id eahmgifiMt ; . 
James Marwril 5 
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Fax: 01 71 480611! 


Fast Fills. 

Low Rates. 
Quality Seruice. 

LPD-WALDOCK & COMPANY 
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Mura & Optima, ronton 
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NOTICE OF EARLY REDEMPTION 

Abbey National Treasury Sorvicos pte 

(the alssugn) 

Italian Lire 20QJUOOJOOQJOOO 
TI% Callable Notes due 1998 

fungible with 

Italian Lira 75.000000,000 
11% Calabto Notes due 1998 

UnconcBttonaBy and inwocabiy guaranwed by 

Abbey National pic 

(tf» uNcnes*) 

In acconJartce with CondiUon 9(d] cjf the Tenns and Conditions 
of the Notes, notice is hereby given that the Issuer wiB redeem, 
on the next Interest Paymem Data October 9, 1997 al ttw Notas 
remaining outstanding 0.8. m. 275.000,000,000). Notas will be 
redeemed at their principal amount together with accrued 
interest to October 9. 1 997 . 

Payment of principal and interest wffl be made against presen- 
tation and surrender of the Notes and afl unmatured Coupons 
appertaining thereto « the specified office of any of the Raying 
Agents fisted below. If any Note is presented for payment 
without all unmatured Coupons appertaining thereto, the fuH 
amount of any such missing Coupon will be deducted from the 
principal amount due for payment Any amount of principal so 
deducted wffl be paid in the manner mentioned above against 
surrender of the relative missing Coupon. 

Notes and Coupons will become void unless presented for 
paymem within a period of ten years tor Notes and five years 
for Coupons from the Relevant Date relating thereto (as defined 
inConcftion 121. 

Interest wiB cease to accrue on the Notes as from October 9, 
1997. 

Principal Preying Agent 

Krecfietbank SA. Luxembourgeoisa 
43. boulevard Royal 
L-2955 Luxembourg 

Paying Agents 

Kretfietbank MV. Brown Shipley and Co. Limited 
Arenbergstraat 7 Founders Court 

8-1000 Brussels Lothbury 

London EC2R THE 

Luxembourg, Septembers. 1997 


Commerzbank Aktiengesellschaft 

USD 250.000,000 Subordinated Floating Rate 

Notes Due 2002 

Interest Period: September 8, 1997 to March 9, 1998 (182 days) 
Interest Rate: 5.71875 % pJ. 

Coupon Amoune USD 144.56 per USD 5.000 Note 
USD 289,11 per USD 10,000 Note 
USD 2991.15 per USD 100.000 Note 
Payment Date: March 9. 1998 

FrankfurtlMain, September 1997 

COMMERZBANK SSt 
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COMMODITIES AND AGRICULTURE 


Crude oil futures fall as hurricane threat eases 


MARKETS REPORT 


By Nikki Tart in Chicago 
and Gary Mead 

and Kenneth Gooding in London 

Crude an futures fell yesterday on 
the New York Mercantile 
Exchange, as the Intensifying 
Hurricane Erika moved towards 
the North Atlantic, bypassing the 
Caribbean and ceasing to threaten 
refining operations there. 


Amerada Hess has a significant 
refinery in the US Virgin Islands, 
and there are a number of smaller 
refineries in Puerto Rico. 

Traders said Sunday afternoon's 
restart of the Exxon cracker in 
Texas - which had been out of 
operation since mid-August - also 
contributed to the bearish tone. 
The Baytown refinery has a fluid 
catalytic capacity of 190,000 bar- 
rels per day and total crude capac- 
ity of 411.000 bpd. 


On Nymex. the October crude 
oil contract was down 9 cents by 
ntfd-momtag at $i&54, while the 
January contract lost 5 cents to 
$19-80 and the October heating oil 
contract was down by 23 points to 
53J35 cents. The contracts had ral- 
lied last week on fears over Hurri- 
cane Erika's tmpapf 
Elsewhere in the oil markets 
news that Iraq, has so far exported 
12.35m barrels of oil in the second 
stage of its ofl-for-food agreement 


with the UN had little impact. The ' 
figure - quoted by local Iraqi 
news reports - is slightly less 
than some analysts .had . esti- 
mated. In a September research 
bulletin, GNI, the brokers, said it. 
considered .that the daffy, rate - 
could be as high as 13.5m. 

Iraq has signed contracts for 
some 108m barrels, worth about 
fLSbn at current prices, and the 
weight of this quantity of oil Is' 
still hanging over the markets. 


. October-dated Brent on the 
International Petroleum Exchange 
traded listlessly, at $i&42- later 
yesterday, down 10 cents a barrel 
hum earlier .in the day. 

London Metal Exchange traders 
were surprised by a reported tell 
in the exchange’s zinc stocks, of 
375 tonnes to 387,200 tonnes,- 
although .the squeeze in the mar- 
ket remains severe. 

Some traders suggested 20,000 
to 60,000 tonnes of zinc could be 


■_ delivered, to the LME’ s w are- 
fn-maws in Singapore this week as 
the Ch jppsp smelters that sold 
.short cover their positions before 
- Monday, when this month's 
'options activity reaches a peak.-. 

. The premium for zinc for imme- 
diate delivery compared with 
three-month metal was $184 8 
frymp at the dose. Traders expect 
.the cost of roDfng forward a short 
position fair one day to range up to 
$l5'n tonne this , week- 


Ivory Coast in 
cocoa warning 


By Gary Mead 

Ivory Coast, the world's 
biggest producer of cocoa 
beans, yesterday warned 
that the developing El Nlfio 
weather pattern could push 
down its cocoa harvest by 
much as 10 per cent from 
some earlier forecasts. 

Guy- Alain Gauze, Ivory 
Coast's commodities minis- 
ter and chairman of the 
International Cocoa Organi- 
sation, said his country’s 
1997-98 cocoa harvest could 
be as low as 900,000 tonnes. 

Speaking in London at an 
ICCO meeting, Mr Gauze 
said his prediction was 
based on the current £3 Nino 
- a periodic warming of the 
tropical Pacific Ocean by a 
few degrees that reverber- 
ates globally - mat ching 
that of 1982-83, which 
wreaked around $i3bn of 
damage globally. El Nino 
often creates drought in the 
southern hemisphere and 
unusually wet weather in 
tiie Americas. 

However, there are consid- 
erably varying estimates of 
Ivory Coast’s 1997-98 crop. 
The ICCO’s latest forecasts 
of world consumption and 
production, published to 
coincide with" this week's 
meeting, suggest the west 
African producer will har- 
vest anything between 
1.205m tonnes and 1.071m 
tonnes, a range currently 
echoed by local traders. 


COMMODITIES PRICES 


Mr Gauze this time last 
year was quoted as predict- 
ing a 1996-97 harvest, of 
between 900,000 tonnes and 
950,000 tonnes, but the con- 
sensus is that the eventual 
total exceeded Llm tonnes. 

In May-September this 
year, when the main crop 
develops, there has been 
. lower than average rainfall, 
although not so little as to 
seriously damage the crop. 
The big concern will come if 
El Nifio persists into 1998. 

The ICCO news had little 
effect on trading on the Lon- 
don International Financial 
Futures Exchange . Last Fri- 
day’s rally in prices - when 
the December contract 
readied a 9%-year peak of 
£1,186 a tonne - collapsed 
even further, as New York 
futures nose-dived soon after 
the opening on the Coffee, 
Sugar and Cocoa Ex c hange. 
The December contract on 
Liffe closed £14 down at 
£1,136 a tonne, with opinion 
sharply divided about the 
direction of the market 
• At the ICCO meeting Law- 
rence Graham, president of 
the Chocolate Manufactur- 
er’s Association of the US, 
said the US chocolate mar- 
ket was “doing very well". 
He estimated that in the past 
decade the US chocolate 
market has grown by 5 per 
cent to 6 par cent a year in 
retail value terms, and that 
1997 looked likw maintaining 
similar rates of growth. 


Further rise expected in tea prices 


By Kuna! Bose In Calcutta 
and Gary Mead in London 

Indian tea experts say 
auction prices, which have 
risen by 20 per cent overall 
since the start of this year, 
will continue to increase far 
the rest of this year, and 
could remain high tmtn tha 
middle of next year. 

Tea producers in India, the 
world's largest producer and 
consumer of tea, are benefit- 
ing from a severe drought in 
Kenya earlier this year - 
removing almost 40m kg 
from the market 

Kenya, which exports 
95 per cent of its tea, suf- 
fered a drought in the first 
seven months of the year, 
followed by heavy rain 
which increased the dnmagp 

The United Nations Food 
and Agriculture Organisa- 
tion says the smaller crop in 
a leading exporting country 
such as Kenya is not expec- 
ted to be offset by increased 
output in other countries. 

“Since world demand for 
tea Is likely to remain stable, 
tea prices are generally 
expected to increase during 
the year, particularly in auc- 
tion markets dominated by 
Kenyan tea, such as London 
and Mombasa,” an FAO offi- 
cial w plflinal. 

Kenya makes only CTC 
(crush, tear and curl) tea, a 
small-leaf crop that infuses 
most quickly .and is there- 
fore used in ' tea -bags, so this 
variety is expected to see the 
highest prices at auction. 

"In terms of India’s crop, 
we are not expecting any 
large increase or decrease 
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this year, though we are see- 
ing an increase in domestic 
consumption. These prices 
are being driven not by spec- 
ulators but are very much 
the result of fundamentals,'' 
Said Philip Magor, managing 
director of Williamson Tea, 
one of India’s biggest tea 
producers, accounting for 
almost 10 per cent of the 
total crop, 

“Kenya’s drought really 
was unprecedented. I am 
cautious but hopeful that the 
c urrent prices will be main- 
tained until the new year, 
when we will have an idea of 
the full Indian crop." 

Mr. P. K. Sen, the chair- 
man of J. Thomas, the 
world’s largest tea broking 
firm, said the effects of the 
Kenyan drought were made 
worse by the relative youth 
of the tea bushes in the 
country. 

The tea bushes in Kenya 
are about 40 years old 


of over 100 years in Assam,” 
he said. The younger Ken- 
yan bushes, which are not 
sufficiently, deep rooted, get 
easily hit by drought” 

Carefully chosen plants 
and good agricultural prac- 
tices have enabled Kenya -to 
produce the kind of tea pop- 
ular in Europe. But. the qual- 
ity of Kenyan tea suffered 
because of the drought to 
June and heavy rain, in the 
early part of July. 

Industry officials <say the 
rise fa prices will. leave tea 
companies with sufficient 
surpluses to use for 
estate development. “The 
Assam CTC prices are up 
nearly 30 per cent since the 
beginning of the year,” said 
Mr Vfjay Dudeja, chairman 
of Paramount Tea, a broking 
firm. “I don’t' think tea 
prices will foil till at least 
the middle of 1998.” 

• India’ s tea output in . the 
first seven months of 1997 is 
estimated at 873m kg, up 
team 358m kg in the corre- 
sponding period of 1996, the 
United Planters Association 
of Southern India said. Ren- 
ters re p orts finomCoonoor. 

Tea exports rose sharply 
in 76.39m kg from 57*42nu 
UPASI said In a statement at 
its two-day annual confer- 
ence to the southern city of 
Coonoor. India produced 
780m kg of tea to cain^dm- 
1996 and exported 154m kgf . ‘ 

Elsewhere at' the confer- 
ence, India's Hindustan . 
Lever said it would test-mar- 
ket a cheaper brand of tea 
mfrrad with chicory and tapi- 
oca on the rural market 
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A severe drought fa Kenya earlier this year followed by 
heavy rain has removed almost 40m kg front the market 


PNG hit 
by worst 
drought in 
50 years 

By Kenneth Gocxfing, 

Mforng C orre sp ondent 

Papua New Guinea's two 
biggest mines, accounting 
for about about one-quarter 
of the country’s foreign 
earnings, have been Mt: by 
the country's worst drought 1 
for 50 years. 

F orgera , which last year 
produced 860,000 ounces vi 
gold.- -worth more -than 
USfSQOm, said yesterday it 
had closed down mining 
operations because of the 
lack of water. 

“Gold production for Sep- 
tember may be lower if sub- 
stantial rain does not fall fa . 
the next .few days,” said 
Russell Berwick, managing. 
director, of Placer Ntughti, a 
subsidiary of Placer Dome, 
the Canadian group ' that 
owns 50 per cent of Forgo*. 

Ok ledi, PNG’s biggest - 
copper Tning, with an 
output of nearly 200,000 
tonnes, had to stop shipping ; 
concentrate, an intermediate / 
material, on August UL 

Ifater levels fa the Flyf 
river, which it uses to trana - : 
port concentrate by barge to 
the coast, are abnormally 
low. Broken ' Hill Propri- 
etary, the Australian group 
that owns 52.6 per cent of 
Ok Tedl, said ft would take 
a week of torrential rain 
before the Fly was navigable 


Larry Kaplan, analyst at ' 
Flemings Global Mining 
Group, said there was no 
shortage of copper cancan- 
trates at present It wonld 
be a long time before the *7 
lad: of Ok Tedi shipments 
had any impact on .file.;... 
refined copper marked. 

Leith Anderson, director : 
general of. PNG’s National' - 
Disaster and Emergency See- 
vices, warned last week that- - 
drought and severe frosts - 
meant people fa some parts 
of PNG faced starvation:' 
The drought was also affect- v 
mg Its important export : 
crops, coffee and palm oIL 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMMUM, 89.7 PURITY (S par Tonne) 


Precious Metals continued 

■ GOLD CQMEX [100 Troy ozj Sflroy ozj 


GRAINS AND OIL SEEDS 

■ WHEAT UFTC (100 toreiee; E per tonne) 


SOFTS 

■ COCOA UFFE (10 tonnes; t/tomel 


MEAT AND LIVESTOCK 

-M 4JVE CATn^C« j40h00Kas cental 



Cash 

3 mths 

Claw 

15833-43 

18043-53 

Previous 

1603-05 

1622-23 

HUh/low 


161171600 

AM Official 

1580-81 

1600-003 

Kerb dose 


1603-4 

Open inL 

261301 


Total daly turnover 

54382 


■ ALtnONniM ALLOY 01 per tome) 

Ctoae 

1405-15 

1435-40 

Previous 

1425-30 

1450-55 

HtatVtow 


144571430 

AM Official 

1405-10 

1434-36 

Kerb doae 


1 £35-40 

Open InL 

5.146 


Total driy turnover 

1324 


■ LEAD (8 per tonne) 


Closer 

646-7 

658-8 

Previous 

8403-413 

654-55 

HighAow 


6657649 

AM Official 

6433-44.0 

654-55 

Keita dow 


663-5 

Open InL 

33369 


Total ttafiy tumew 

iaiei 


■ NICKEL (8 per tonne) 


Close 

6560-600 

6880-95 

Previous 

881020 

8710-15 

Htohrtow 


67204)650 

AM OfflcW 

6560-65 

6669-70 

Kerb dose 


8885-90 

Open krt. 

53,118 


Total daiy tuniw 

15373 


■ TIN ($ per tonne) 


Clow 

5450-60 

5480-90 

Preview* 

5430-40 

5470-80 

hflgMcwr 


551515440 

AM Offldol 

5440-50 

5473-74 

Kerb doae 


6410-15 

Open to. 

13314 


Total dally turnover 

4374 


■ ZMC, special falri* grade (S per tonne) 

Ctoae 

1868-9 

1483-4 

Prevtoua 

1875-80 

1488-80 

Wgh/tow 


149471482 

AM Official 

1077-78 

1488-80 

Kerb dote 


1486-7 

Open W. 

8&Z25 


Total deity turnover 

1&933 


■ COPPSI, grade A (S per tonnri 

Ctass 

2146-6 

2155-7 

Pravkws 

21643-683 

2172-73 

Hlgh/tow 

2149 

216572145 

AM Official 

214340 

2150-80 

Kerb dose 


2146-8 

Open InL 

138208 


Total driy turnover 

41.195 
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Val tat 


price dungs Hph 
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price change dpi 

tear 

Ml - tat 


Mat ebraga ngfr lM W 

■ M 

Sep 

3222 

-8.7 

_ 

_ 

_ _ 

te 

8730 

-025 

8825 

8825 

10 

180 

te 

1101 

-18 

1112 

1088 

• 41 2308 

Oet 

68300+0350 68300 68.100 7.158 

41357 

Oet 

323.1 

-0.7 


322.0 

1,167 16.15B 

HO* 

8835 

-0.15 


saw 

175 

3335 

Dec 

1137 

-13 

1143 

1117 4,128 54326 

Dee 

69.675 +0.600 80300 60350 4365 

25356 

Me 

3243 

-03 

325.4 

3233 19J48 1113k 

Jan 

9075 

-025 

9130 

9075 

29 

2332 

Star 

- 1157 

-29 

1162 

1138 12DT 46271 

Fab 

72300+0325 72350 71375 1.683 

14381 - 

Fab 

3S&2 

-03 

fPBB 

324.7 

30215,487 

Mar 

82.75 

-025 

9330 

8235 

25 

2308 

w ' 

1174 

-12 

1179 

1155 

424 23,122 • 

te 

74350+0.675 75300 74375 513 

8354 

Apr 

3Z73 

-03 

aaas 

3283 

102 5387 

May 

94.75 

-025 

8530 

9535 

40 

1252 

JM 

1W 

-25 

1186 

1170 

428 8.419 

Jon - 

71325+0775 71325 70790 759 

5360 

Jus 

TOtH 

-03 

3293 

3283 

173 8331 

JM 

9875 

-Q2S 

_ 

- 

- 

128 


1200 

-7 

1280 

1186 

40 11331 

"ABO'. 

70350+0.700 71300 70250 38 

1.197 

Total 





21384201^86 

Trial 





280 10,733 

TMM 





8^09173295 

IUM 

HB97 

0^3B 


m PtATINUM NYMEX (50 Ttay at.-, Stagy otj 

Oct 414J5 -23 4253 4093 1,369 9301 

Jm 4075 -15 4115 4035 413 3597 

Apr 4035 -15 4045 4045 4 

M 3995 -15 

Trial 1788 U413 

■ PALLADIUM NYMEX flOO Troy <xl; Stagy nzj 

te 192.10 -200 10450 10200 107 483 

Dee 188.10 -290 10850 18550 408 3570 

Mv 18350 -250 - - - 245 

Jm 183110 -290 - - - - 

TOM BIB 3506 

■ SILVH1CO»etP500T1W04iCortBftByoU 

Sip 4645 -25 4675 4645 151 849 

DM 4702 -28 4745 4685 14515 52536 

JM 471 J -28 

Mar 477.0 -28 4795 4745 347 11508 

M«y 4815 -28 - - 1 

JM 485.1 -28 - - 426 2580 

TOW 16538 78520 

ENERGY 

■ CRUDE OOL NYMEX (IjOOO barrels. S/twmQ 


Oct 


WHEAT C8T fSjXUbu mtn; cmWSOto huahdj ■ COCOA CSCE (10 tom—: STonnaa) 


LEAN HO QSCMEftaOOObROMWSnt 


Sap 
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—735 37030 36330 

3393 

2344 

te 
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27 147 

Od 

70225-0350 70775 70200 2^489 

17368 

Dae 

37975 

-725 38830 37730 1436B 80357 

Dae 

1082 

-12 

1685 

1881 9215 44791 

Dm 

87300-0300 67300 86.850 1378 

8380 

Ma- 

39130 

-730 39730 38930 

1386 22738 

Mar 

1602 

-10 

1684 

.1680 

641 2Z3C2 

M 

65875 -0323 65250 68350 

282 

3325 

te 

39430 

-530 39630 392.00 

381 

3306 

te 

1711 

-8 

1711 

1680 

51812346 

Apr 

62325-0300 62390 62300 

80 

1313- 

JM 

386J25 

-525 39030 38430 

437 

8318 

JM 

1728 

-8 

1700 

1690 

20 2368 

Jaa 

66350-0425 87375 88306 

15 

940 

Dm 

40330 

+130 40630 40130 

54 

1301 

tap 

1744 

-a 

- 

- 

100 4383 

JM 

65250-0.400 86700 85258 

1 

681 
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f 1047B107386 

TWM 


4373 
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■ UXILCUFTE (5 tonnes: S/tonm} 


■ MAKE C8T P500 bmnie cUsffiab buahM} ■ COCOA QCCCfr (BCETe/tonne) 

Sap 26650 -0.75 26650 28350 9200 14513 
Dm 26350 -155 2B45D 20050 57,138182110 
■tar 27125 -1.75 273.00 29325 5598 51207 

May 27850 -125 278.00 27450 1560 1350 

JM 27825 -12S 28050 277.75 2505 20588 

te 26850 -150 27150 26850 128 1548 

W 792**0225 

■ BARLEY UFFE flOO tonnes; E par tonne) 


Mn Pm. day 

,131450 132058 


■ LME AM Official £» MM: 15820 

LME Ooatng OS rate: 1 5825 

Spot 15831 3 Bfcc 15774 6 ate 15718 9 USE 15GEB 

■ HH9H GRADE COPPER (CQMEX) 


Day* Opan 

price dmm Mgh Low WM M 

19.45 -5.18 1925 1141 87506 B8238 
1950 -0.13 1955 1958 19548 50237 
DK 1959 -0.12 1190 1168 10288 51328 

Jan 1174 -111 1058 1173 3565 31527 

F4b 1179 -058 1950 19.78 1,170 16,195 

Mar 1183 -053 1959 1183 512 11232 

TMM 1005*401554 

■ CRUDE OU. IPE t&'bar. ' 

Utaat Bay** 0pm 

prim cbmga Hgb Loar M U 
Oct 1139 -058 1856 1853 11155 61288 

He* 1148 -057 l&BB 1144 7533 43547 

Dec 1159 -055 1177 1157 1597 11447 

Jm 1171 +053 1855 1821 127 17,234 

FM> 1856 +0.16 11* 1855 12 7573 

Mar _____ 3589 

TMM alt CM 

■ HEATING OH. HVMBC (42500 US Brita; t/P5 pato) 

Latwt Days 
price draw *96 
0d 5130 -048 5450 

■a* 5445 -0.43 5115 

Du 5550 -043 5030 

Jra 58JB -038 57.10 

M 5070 -029 57.40 

Mar 5080 +0.17 9100 

TMM 

■ GAS OIL K (5fkm) 


Sap 

8020 

-035 


W 

Hnr 

8240 

-035 8330 83.00 

5 

1393 

Jm 

84.40 

-035 85.10 8530 

7 

618 

Mar . 

88L30 

-035 

- 

292 

te 

87.65 

-035 

- 

23 

TaM 



12 

2D46 

■ SOYABEANS CBT (530DU nta; cairiOta tea* 

Sep 

09978 

-925 70030 68330 

SJS6 

53«1 

Nor 

83730 

-330 639.00 63250 44348 91388 

Jm 

63830 

-475 64030 63430 

4388 20724 

Ha- 

64520 

-375 64630 64130 

2306 

9A52 

te 

65130 

-275 65250 B4730 

622 

6370 

JM 

65778 

-230 66030 05350 

1219 

7782 


IMS 5WHH3582 

■ SOYABEAN OO. C8T (SOOPOto* canta^ 


tap 

1633 

-12 1GSS 1620 

356 2284 

■nr 

1847 

-13 -1885 1633 1384 19200 

JM 

1646 

-13 IBS 1635 

428 8267 

Mar 

1634 

-12 1638 1622 

104' 2,494 

te 

1629 

-12 1630 1630 

6 373 

JM 

1629 

-12 1625 1625 

5 32 

Tatal 



24BZ 33378 

■ COFFffi *C* CSCE (37300bs: oentste) 

te 

20730 

-1.40 21030 20725 

91 510 

DM 

18770 

—1.15 19275 18730 5322 13387 

Mar 

170.10 

-085 17430 17000 

852. 4254 

te 

16330 

-129 16000 16430 

70 1.652 

Jd 

13730 

-130 16130 15830 

31 1300 

te 

15130 

-130 15530 15530 

50 370 

TeH 



6380 12254 

M COt+*t (KJO) (US oenta/pound} 



■ POHK BBJUES CME (40500lb«: oantaffiM} 

Ml 08525-0690 67200 60400 508 3542 

■tar 67.150-0550 57.450 KS5 9 449 

Mir 68275-0575 67275 6BJ75 - 85 

JM 68500-0800 - 87500 26 

67500 • - . - 1 . . B 

TMM 898 4522 

LONDON TRADED OPTIONS 

State price $ tome —Cals Puts — 


JOTTER PAD 




ickcid 




CROSSWORD 


{98.756) LME 
1600 


1850 

1700 . 

■ COPPER 
{Grade A) LME 

2100 

21 SO 

2200 


Coop, daw 
15 te 


Rnv. (tap 
.14128 14357 

. 13250 131.33 


■ COFFEE UFFE 
1800 


1850. 


te 

2235 

-034 

2235 

2236 

3347 2768 

0d 

2246 

-036 

2232 


5777 20385 

Dae 

•pm 

-034 

2237 

2255 12326 41,177 

Jm 

nan 

-403 

2330 

2275 

1357 11331 

Mar 


-035 

2330 

2295 

938 7345 

te 

23.43 

-037 

2350 

23.10 

155 3323 

Tatal 





23714 91329 

■ SOYABEAN MEAL CBT (100 tons; S/ton) 


Low VM kri 
S3.10 24515 410* 
6425 4,323 
55.45 5510 22503 
5825 2579 21.117 
5170 909 

58.60 15* 8555 
42/ttf 148583 


te 

373.1 

-63 

2803 

2723 7300 7305 

Od 

2303 

-48 

2373 

2248 9324 24814 

Dm 

2143 

-43 

Z1&5 

2U2 17384 45.130 

Jm 


-43 

2120 

2092 2.496 ft 363 

Mar 

2045 

-25 

gnan 

2033 2378 10.161 

te 

TMM 

ms 

-L7 

2043 

2017 1323 6337 
418J4Ttt8W 

■ POTATOES UFFE po tome £ per tonne) 



SeB 

Oaf 




0PM 


priM 

tbMpa 

nob 

Low 

M 

tat 

te 

9415 

—180 

9730 

9410 

1324 

3328 

Od 

BBSS 

-1A5 

9730 

9635 

182 

2705 

DM 

97.00 

-130 

9440 

9730 

24 

1378 

Dm 

9730 

-175 

9445 

9490 

379B 23,914 

Jan 

97.10 

-135 

97.70 

97.70 

30 

810 

fob 

TMM 

97.10 

-1.10 

9730 

9730 

3,239 4MI7 


Sap 

Oct 


Ml 

1MM 


SMt Dafi l 


17050 

17075 


tor 823 

Mn 940 

-13 

7 

0d 

Apr 1153 

♦13 1173 1153 

47 1.184 

Dm 

May 1273 

-13 

2 

War 

JM 1413 

-15 

- - 

■v 

TaM 47 1,133 

■ FRBQHT (BffTEXJ UFFE (SJQVxJe* point) 

Jd 

Od 

TdM 


Yd tat 

te 

1315 

_ 

1310 

1310 

a 

561 

8378 11,434 

Oct 

1435 

_ 

1435 

1435 

2 

1320 

7785 22347 

MOV 

1455 

-19 

_ 

_ 

_ 

48 

1331 12496 

Jm 

MB 

+6 

1440 

1440 

2 

487 

873 16,139 

Totd 





12 

9jun 

363 10368 


CtaM 

Pm 





105 6753 

DR 

1313 

1323 






PRECIOUS METALS 

■ LONDON 8WU0N MARKET 

(Prices auppfied by N M RotfwchlldQ 

QoUfTroy 02) S price E aquiv SFr equlv 

Ctoae 32150322.10 

Opening 322.1M2240 

Morrdng fix 32255 201443 475.668 

Afternoon fix 32150 2Q2SZ9 477528 

Day's High 3222032250 

Day's Low 32X30-32050 

Pievkwdoea 3215042240 

Loco Ldn Me an Gold Landtag Rates (Vs USS) 

1 month 329 6 iwMha 328 

-328 


IS500 *12<T 

■ NATURAL GAS PE {1J00 lOTK Wa pw fcaM 

Oct 11500 40510 11 130 11060 210 1235 
Hev 13550 +0.150 13550 13540 50 670 

TalM 316 8JH0 

■ HATWAL GAS HYUEX {10500 raffla; ttaroStg 


PULP AND PAPER 

■ MkPEXOMLXpS; 24 air *ytan*j 


■ WHTTE SUGAR LW=E (50 tcrineag SAcnrari 

Oct 3235 -12 3255 323.7 2538 10.M6 

flap 3235 -19 324.4 3235 369 75S7 

Mar 3217 -02 32S6 3295 94111.188 
Hay 3245 -07 3245 3245 SO 2599 

tag 3232 -15 3H4 3245 9 1599 

Oct 3195 +0.1 3195 3195 S 2546 

Total *388 31278 

■ SUGAR *11*CSCE (112JOOfca; eeraWBw) 

Od 1151 -003 1152 1150 7591 81422 

te 1251 +052 1259 1158 1228 76516 

Mar 115 S *0JH 1253 1153 1503 11320 

JM 1177 - 1152 117S 1207 13544 

DM 11.72 -054 11.77 1172 347 105BS 

Mar 11.69 -102 11.71 >158 495 2500 

TMM 1728(210520 


7257 +043 735S 7250 588 E«14 
7112 +151 73.15 7232 7553 47568 
7458 +056 7450 73.85 831 13560 
7950 +125 7450 7*2S 1 JOB 5564 


7550 -152 7550 75® - 614 

10515 HUH 
■ OHAMQE JtHOE NVCE (I6.000lb«; caniaflbi) 

Sap 7050 +150 7050 69.T0 593 512 

mar 6855 -045 70.00 6850 3518 18258 

Jm 7155 -145 7260 71® 901 9285 

Mir 7475 -150 7975 74.70 448 5513 

■ay 7775 -050 7850 7750 65 1,244 

JM 80L2S -150 8050 7125 41 980 

TMM 8287 84204 


1700 

■ COCOA UFFE 

1123 ! — __ 

1150 

1179 


■ BRENT CRUDE 


PE 

1800. 


Oct Jen 
34 75 

15 54 

8 38 

Oct Jan 
78 116 

GO S2 
30 72 

Nor Jan 
121 168 
88 144 

74 124 

Dec Ma- 
70 110 

58 97 

56 86 

Oct Nov 


1850. 

1900. 


16 

1 


53 

41 


Oct Jan 
35 69 

66 97 
106 129 

Oct Jan 
31 85 

53 110 
83 139 
Nov Jan : 
61 104 

67 135 

114 163 
Deo Mar 
45 65 

58 77 

65 90 

Oct NOV 
7 30 

19 S3 


No.9,475 Set by HIGHLANDER 


LONDON SPOT MARKETS 

■ CRUDE OIL FOG (per banr«9 +cr- 


Dubst 

Btont Blend (dated) 
Brant Blend (Oct) 
W.TJ. 


S17.60-7.75w -0275 
SI 8.13-6.17 -020 

Si 839-143 -0.18 

Sl95e.9S4w -0285 



Premium Gsaofine 

5221 -223 

+3 

Gas Ol 

5164-166 

+4X5 

Heawy Rial Ol 

589-92 


rioprxna 

5185-166 

-1 

Jet fuel 

Si 82-183 

+35 

Weed 

siao-i7T 


■ NATURAL GAS 




Bacton (Oct) 9S-9^4 

tectarai Ae&a l 7tL London ptri) 350 taso 
■ OTHER 


-829 12 monte . 


2 m o n Hi c . 

3 months 3 l37 

SBw Rx pftroy az. US cts aquiv. 


LMrat Day's 0pm 

taka dug* Bgi Lnr Vd tt 

2290-0.007 2.695 2225 30399 58,913 
2220 -1002 2230 2.760 10240 24.127 
2205-0009 2205 2280 6310 21298 
2900-1014 2905 2895 3399 22320 
2.650 +0002 2255 ££lfl 1278 11519 
2390 -0910 2400 2380 2323 10417 
« 61302220218 

■ UNLEADED GASOLME 
KUet (42300 US gML; c/US qrita.) 


StK Days 


Ote 

price dang* High Lav 

Vd 

tat 

S9£« - 55200 549.00 

IT 

2D2 

576.00 +175 57600 57X00 

10 

180 


Z7 

382 


0d 

Ha* 

0k 

Jm 

Fab 

MV 

Trial 


TOW 

FUTURES DATA 
M ftjturas etaa sqqpfaef by CMS. 


VOLUME DATA 

Opan irrtarad and Vokimo data shown lor 
contracts traded on CQMEX. NYMEX, CBT, 
NYCe, CME. CSCE end IPE Crude Ofl era 
one div k> vraen. Vtotume 1 Open Interest 
totals vs for al traded months. 


3 months 
6 monte 
1 yaw 
Gold Cotas 
Krugerrand 
Maple Leaf 
Maw Sovereign 


2SB.Q0 
301 JS 
30530 
314.15 
S price 
301-333 

re-77 


47120 
47430 
47925 
480.60 
E oquiv. 
S0S-S04 

47-49 



pries dnge aph 

Lra 

«u id 

Oet 

5939 

-077 

6035 

5935 21387 43305 

Da* 

57.10 

-037 

57.40 

5690 

7,669 16317 

Dee 

5830 

-037 

8670 

5650 

1393 14329 

Jan 

9630 

-032 

5039 

5830 

369 13331 

Fab 

5730 

-0.17 

5730 

5680 

277 3,734 

Mar 

- 

- 

- 

- 

170 5331 

Totd 





31386191346 

'..1 





. .. - 


nr i 

YTOOl 

Tha eastern marigat li l et at in Aurinea. 

dacHng tterpiy 9i tte aaffier auedons last 
wash but Mahlng on a ataadtar note. 
Incraased one cent at this weeks ope ni ng 
auction. Each su cce e di ng sale further 
Incr ease d and the Incficator dosed at 688 
cents, up 18. Tha western maricet inefcator 
abo. rose, enring wM» an Increase of ig 
cents, re ot ra i l vfl taing the recovery bend in 
AusUaBwi wad prices. BrMsh wod sold 
mam cheaply this week at a Bradford 
auetkm, aid c o arser Near Zealand cross- 
bred wools ate aaaed. Contrary move- 
ments between merino and crossbred 

majaUBBtort ftmaina a «mtt. 


INDICES 

■ Rectors pass: IWftttl a 100{ 

Sap B Sap 5 month ago year ago 
19443 1850,1 19SOZ 1983,1 

■ CRB Batarea (Base: 1967 <s 100) 

Sep 6 . Sap 41 month ago year ago 

9dayi 243£? - . 

■ GSa Spot (Betel 1970 -10C9 

Sop 5 Sep 4 morrihago yamago 

19634 19434 19830 19937 


LM WAHBMOU8K 

Akaninhan . - 

+5373 

!»■■■-) 

to 

709376 

Aloninin a4oy 

-80 

ID 

63.140 


+475 

to 

285325 

Lead 

-ISO 

to . 

121375 

racket 

-aw 

to 

58.704 

Zhc 

SJ7S 

to 

367300 

Tta 

-10 

to 

12340 


OaW (per iray a& 3321 .BS -<130 

SBnr ftjqr may oz>| 472J00c -230 

Rafinum (par troy «■) 341150 -335 

Patadum (par bvyecz) SiSBJO -2JX3 

Copper 1013 c . 

teed (US prod.) 4830c 

«i (Kuala Lumpur] 1S-57r 3.09 

Tai (New YoW 

^tle (Bv* weight) 10O55p KJ.19- 

Snoop (Bvo w el fl h l ) 114.38p +030* 

PHjs Ohm wMghqt 7B33p -231* 

Lon. day sugar (raw) 3282.70 

Lon. day sugar (wta) 133330 

-Briley (Eng. teed) Unq - 

Mate (US Nb 3 Yrita w) £10030 

Wheat (US Darit North) 

swop 

Rubber (NqvJV 5650P 

Rubber (KLRSSNoi) 2843E -23 

O“"£0i(PM*§ S603y +23 . 

PMm 02 (MatayjS SQ 23 z -53 

S3983y +93 

®2«?W«(US) 2263 +23 

C*0n Ouflook'A 1 Index 79.70c 

Wooitops (B4e Super) 428p 

5JESHSZy ■teen mae amaadL p pmamraa. e craraarex 

Oms. ChHoacn wmA ttetdanB58laadalpfBsaakl. 


ACROSS 

1 Little wamen are felse per- 
haps before becoming can- 
8dous of fhemsdves (4-5) 

.. 6 Last of beer in meat dish, is 
bitter© 

9 A pair at Lord’s with 5peed 
and energy (5) 

10 A lot of noise about kidney 

hormone 0} 

11 Aim for Channel result (3.7) 

12 Porter gets, hold of cross 

shaft ( 4 ) 

14 Desk left centre in original 
condition (7) 

15 Old papers clearly indi- 
cated couch (7) 

17 Harmonious, like Okla- 
homa! (7) 

19 Operator loses son at the 
front Replacement is bam 
to-flauritfi.fl 1 ) 

20 Keep going at the aid (4) - 
22 Made up cloth on date 


DOWH j 

1 At Twickenham try to tm v - 

- rihallc up (5) 

2 Cooked meal avoids fw^ .‘ 
ures to butiness (4 JS) ..-mv*. 

3 A feeling of revokfon-ts*? . ^ 
her bra is linrinna (10) 

4 Leave a group watidng 

5 Beach out after 'each-i 
fol experience COL..-- ^ • 

6 Animal in forest at 4 b&.' 

back (4). . ,5gt 

7 Hr® of the Ramans sgsc^k® 
the French take it easy (5) 

8 Parasites start to harass 
and annoy male heir W 

13 Be grntpftil fhr. tnrr pase to 

• value GO) • • - . 

14 Strike leads to serious 
' culty providing ifiutoinft- 

tion(9) . . -r 

lfi Current oonductor has ok>- 
sm baton with. p(dnt (9) t - 
18 Frontrunners looking 
embarrassed turned up to 
poet’s fields (7) 

18 Tfear bit off doical cap (7); 

21 Mug from Germany? One 
from there is on the way . 

(5) 

23 Europeans first indoded itt 

senikrp<6)- 

24 Small cot is something' eas- 
ily done (4) 

Solution to Saturday’s prise puzzle on Saturday September 

20 . 

Solution to yesterday’s prize puzzle on Monday September 

22a 


25 Area round town 'not built 
up for judo enthusiast (5.4) 

26 Nothing stops BCD. joining 
Navy - the nuti (5) 

27 Travelling fast but not 
turning up (3-2) 

28 Average heights of the 
main Home Counties' 

(3.8) 
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LONDON STOCK EXCHANGE 


Shares struggle to find domestic direction 


MARKET REPORT 


By Ph3p Coggan, 

Markets Editor 

Tfafi UK Stock market fought a 
losing battle to shrug off the 
effect of international factors yes- 
terday, as it began a week which 
should be dominated by corpo- 
rate results. 

Concerns about the outlook for 
world interest rates, after a week- 

end speech from Alan Greenspan, 

chairman of the "Federal Reserve, 
was one constraint on investors. 

Fund managers are generally 
cautious at the moment. The 
Merrill Lynch survey of UK 
Investors found that sellers of 


domestic equities outnumbered 
buyers by 12 percentage points, 
with many switching to gilts. 
Buyers of UK bonds outnum- 
bered sellers by 24 points, the 
survey’s most bullish reading 
since December 1995. 

However. Wall Street rode to 
the rescue in the afternoon, as an 
early 50-point rise in the Dow 
Jones Industrial Average helped 
the FTSE 100 index off its lunch- 
time lows. 

By the dose. Footsie was nine 
points down at 4385.2. Small and 
medium-sized stocks outper- 
formed the leaders, with the 250 
i ryW gaining 5.1 to 4.686.1 and 
the SmallCap index rising 83 to 
23783. 


It was a very nn-manin Monday 
in trading terms, with only 465m 
shares dealt by the 6pm count, of 
which 60 per cant was in' non- 
Footsie stocks. 

The day started on a mildly 

positive note, helped by a recov- 
ery in Asian stock markets, hi 
early trading. Footsie Inched 
close to the 5,000 mark - which it 
had surpassed a couple of times 
last week - but failed to breach 
the barrier. Its peak for the day 
was 4.999-8. 

The initial focus was an the UK 
economy with the consensus 
view - that manufacturers were 
straggling whilst the consumer 
sector was racing away - taking 
another knock. After last week’s 


weaker-than-expeeted survey of 
retailers from the Confederation 
of British Industry, yesterday 
saw some surprisingly robust - 
industrial data. 

- Manufacturing output rose 0.4 - 
per cent on the month while 
industrial production, which 
includes energy, managed a 0.6 
per cent gain. 

The effect on the markets was' 
softened by the output prices 
numbers; which rose 0.1, per cent 
an the month, in line with expec- 
tations. Gilts took heart from 
those figures, with the bench,-, 
mark 10-year issue around a. 
quarter of a point higher. 

Philip Isherwood, UK strategist - 
at Dresdner Kleinwort Benson, 


said: “It looks to me as if the data 
are beginning to indicate that 
there will not be a runaway 
boom. The UK is the only world 
market where we have a peak In 
the base rate forecast in sights 
with a downward trend thereaf- 
ter, antj that underpins thp mar- 
ket” . 

On the corporate front, there 
was some further rebound in 
exporting stocks, cm the back of 
sterling's recent weakness. Bat 
the main excitement was in Brit- 
ish Energy, where screen prices 
bad to be removed for two hours 
as some dealers became confused' 
about -the liming of the stock’s 
shift from- partly-paid to fully- 
paid status. ■ • . . . 




In dicta and ratios 

FTSE 10Q 488SJ? 

FTSE 250 4686.1 

FTSE 350 24013 

.FfSEAM-Shana . 2346.18 

FTSE All-Share yWd 335 

B<m» pm fa min g — e t are 

1 engineering: VaMcies — 

2 Distributors 

3 Engineering 

4 Teodflee & Apparel 

5 Ufa Assurance ; — 


-9.0 

46.1 

-3.0 

-231 

334 


„+G9 

-+0.7 

„+03 

_+on 


FT 30 31823 -gJa 

FTSE Non-Ffrrs p/e . 20.04 2037 

-FTSEIOORit Sep 49753 ' -286 
lOyrQSt ytetd 731- 7.54 

Long gBfcqwty yw ratio 2.18 .£12 

Worst perfomdng 

1 Oft integrated 


2 Gas Distribution — 

3 Food Producers -. 

4 RetsHere: Food — 

5 Mineral E x tr a ction 


--CU3 

—OB 

--QJ 

-03 


.-oe 


Energy 

price 

confusion 


By Jocri Kibazo 
and Martin Brice 

Confusion surrounding 
dealings in privatised 
nuclear power company 
British Energy brought 
some excitement to the ses- 
sion and later led to calls for 
a stock exchange investiga- 
tion into a day many had 
expected to be doll and fea- 
tureless. 

Some 15 minutes after the 
Start Of trading, marlcatmak. 
ers were forced to stop mak- 
ing quotes on screen in the 
stock, by which point the 
shares had purportedly 
soared 92p, or more than 44 
per emit, to 30ip. 

Dealers reported confusion, 
about whether, they should 
he quoting the share on a 
fully-paid or a partly-paid 
price. Several traders were 
said to be angry about the 
confusion and .suggested the 
London Stock Exchange may 
have foiled to inform the 
market about a decision to 
begin quoting the stock on a 
fully-paid basis. . 

However, the exchange 
said it had issued a “stock 
situation notice" at the end 
of July, indicating British 
Energy would move to a fUl- 
ly-paid price this session. 

Bid and offer prices given 
early in the -day, before 
screen quotes were closed, 
were said to range from 207p 
to 2l0p up to 300p to 305p. 


The difference was explained 
largely by whether a dealer 
was talcing into account the 
second 98p payment 

Dealing resumed shortly 
after vifttn . more than two 
hours after the exchange 
had stopped screen trading 
in the stock to clear up con- 
fusion about its underlying 
value. The shares were then 
quoted on a fully-paid basis. 

They eventually closed 2 

ahead at 30£Mp. 

Currency gains 

The weakening of the 
pound against both the dol- 
lar and D-Mark led to cur- 
rency-related stocks showing 
advances. Foremost among 
them was Siebe, which is 
exposed both to the US and 
to Europe. The shares 
advanced 26 to £11.87Yi, 
no tching up the second-big- 
gest rise in the FTSE 100. 

GKN, which is heavily 
exposed to Europe, also rose, 
by 24% to £1337, to make it 
the sixth-biggest rise in the 
FTSE 100. 

Fellow engineer LucasVar- 
ity also benefited burn the 
currency shift, and put on 2 
to 210p, while Smiths Indus- 
tries rose 7 to 857%p. 

However, Wolseley. which 
hag more than half its sales 
in the US, surrendered 15 to 
'466p- The shares had 
advanced from 445Vip in the 
past five trading days and 
traders said they had run 
into some profit-taking. 

The most heavily-geared 
play to weak sterling in the 
FTSE 100. British Steel, was 
the snbject of a two-way pull 
as it eased to 172p in volume 
of 4.6m. US .buying interest 
has been: evident In the 


stock this year, with Pruden- 
tial Bache, the US broker, 

rpcnmTnpnri mg it &S its “sin- 
gle big idea”. 

Outside the Footsie. Senior 

Engineer in g , which makes 

more than half its sales over- 
seas. advanced 3 to 161 Vip. 

Malaysian worry 

Blue Circle recorded the 
fifth-biggest foil in the FTSE 
100 as the stock fell TA to 
395p in volume of 3.7m. 
prompted by analysts focus- 
ing an the company's Malay- 
sian investment The coun- 
try’s prime minister, 
Mahathir Mohamad, has 
announced some cut-backs 
in construction projects. 

The share price fall came 
in spite of a 22 per cent 
advance in profits before tax 
and exceptional items to 
£L42m. 

Analysts were said to be 
downgrading their forecasts. 


with estimates of about 
£350m-£357m for the full year 
being shaved by between 
£4m and £8m. 

Banking group Schroders, 
which reported improved 
interim figures last Friday, 
hardened 2% to £18.17%. . 

NatWest Securities 
upgraded its fall year profits 
estimate marginally, raising 
its estimate by £5.1m to 
£2703m. Earnings per share 
were upgraded from 993p to 
103p. The broker said the 
move was to “reflect a better 
outturn at the investment 
bank and a lower tax 
charge". 

Yet NatWest has advised 
clients to “reduce” holdings 
in the stock saying. “Given 
our cautious in-house view 
on markets, are are main- 
taining our reduce recom- 
mendation cm stock.” 

In retail foanirq S tandar d 
Chartered surrendered 
another 11 to 797%p as nega- 
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five press comment over the 
weekend together with a 
recent downgrade from a big 
broker. , continued to exact a 
toll oh the shares. Halifax 
were also out of favour, los* 
frig 12 to 7Mp by the dose. 
Volume was g am, . 

In the property sector, 
MBPO was a feature. The 
shares gained 7 to 476Kp, as 
the market appreciated Fri- 
day’s late announcement of 
a recommended 2247m cash 
offer for Its smaller rival 
PSIT . The offer values each 
PSIT share at 2Q0p and each 
PSIT preference share at. 
187P- 

Yesterday, shares in PSTT 
put on another 22 to_~l96p.' 
Market specialists fflamiaori 
vague reports suggesting- 
H a mme rs on may once again 
be interested in making a 
bid for MRPC. while senti- 
ment was farther mhan<*»ri 
by reports of an SBC Was- 

mason shares ended the day 
814 lighter at 44Jft4p. 

Bafltrack stock once again 
displayed its exposure to 
political uncertainties and 
gave op 14 V» to 757V*p sitter a 
press report that; John Pres- 
cott. the deputy prune minis- 
ter, was keen to increase the 
government’s control over 
the development of the net- 
work by creating a strategic 
rail authority. • \ 

Sentiment was not helped 
by concerns over the consul- 
tation document due to be 
issued this week by John 
Swift, the rail regulator. 

Elsewhere in the transport 
sector, P&O advanced 13. to 
660V>p on hopes for the flota-. 
tion of its Boris Homes sub- 
sidiary. 

Traffianaster rose 17% to 
396p and Aim-listed Tracker 
advanced 65 to 6I0p after the 
two companies said, discus- 
sions on a merges' were tak- 
ing places . 

Retailer Great Universal 
Stares continued to celebrate 
the appointment of Marie 
Bravo as chief executive of 
its Burberry unit The shares 


gained 20% to 663p. the best 
performer In the Footsie. . 

Boots Was in rtpnmnil and 

the shares rose 12% to 
8l6V4p. NatWest Securities, 
one of the grcnqi's. joint bro- 
kers, is positive on the stock. 
Analysts at the broker said: 
The required investment 
for ihe proposed loyalty card 
scheme is substantial, but 
the payback is quick and the 
investment is essential in 
order to play in the retail 
super-league." 

r Wilison Bowden achieved 
the fourth-biggest rise in the 
FTSE 250 after the house- 
builder revealed strong 
'results and mud**- a bullish 
trading statement. The stock 
rose 17% . to 561%p; their 
highest since February 1994, 
wWTiftngh volume was 


FUTURES AND OPTIONS 


■ FTSE 

10b IOEX FUTURES {UFFQ £25 per fed hvtac point 


w*n ! 

V: 


Open 

Sett price Change «tp 

Low 

EatM Open fat, j 

ri ■■ 

£>op 

49966 

48836 *206 50206' 

49856 

8232 

62136 

i > 

Dec 

50646 

5044-0 -at 6 , 50816 

50376. 

4507 

M04Q * 1 

i . ' 

Mar 


50666 -306 


0 

1810 j 

5:- 


■ mggm ntoex FUTURES 0JFP9 £10 par ft* Indwt point 


Sap 

Dm 


4720.0 

47846 


46826 

4747.0 


-036 

-036 


47216 

47B66 


46806 

47296 


1370 

.1378 


■ -imaflJgX OPTION RJFFgr4886) £10 pwh6httet point 


'4800 
C P 


4718 

4387 


0 . 6000 BOBO • 3100' 5100 

_ , CPCPCP CPCPCPC P 

$■ JOfii 19 imhEh 123 41h 84*2 SBh *5h 63h « T» 27 I®* 15 282 

0? D2 70 £7 84 2t»h 101 171 123ijic4 147 117 173 K 203 781* OS 

NH 332 10Bh 36 124 WfcUShSTh 167 Wh 189 W 212^1502202 131 gj 
OK *76 1»3*lh 152 XftMh&h 193 S3 215 Z&sZSSh&ha&i 179 SS7 
.477 2K - 4l7h 307 3M ?58 

cabi.iesnrasaa 

■ BIRO STVm FTSE 100 MNDt OPTION (UFFq £10 par MWninht , ■ 

~ 4825 487k 4805 4878 SOBS 5075 . . SI25 \ «7B 

«— 18B 23i 141 33 106 48h 76% BBh 33 96 35 1Z7 21h 163 13 2MJj 

MB 74 214 90 18ft10B 1 2l5« 1 2iah«S , 2^ 1 *2 1« » 209 » 

3WI11712 282 133 IB 22012 170h1Bh1®h WB 217hW^»4 IS Wh 
" " 234 21?2 

SSHarSa ; 2B3*Z 321 


03 

Nn 

[fee aotiash a£ii74 

Urt 480*2198*2 38*2 235 

Oh 560 Mi 3612 * ItaMpna hfo 


LONDON RECENT MHNIEa: BQlimES 

MU Qoaa 

dp «97 pffca 

Mg|i Ur# Slock P 


Inaa Amt 
prfea p aid 
P up 




Nat ON. Gn P/E 
J*. cov. y*d net 


166 

22.75 


21 


166 SJ 


33 132 
21 - 
-416 
0l5 38J 


387% 

1094* -*4* 

1381* ' 

116 
52h 
240 

SBh 42 
175h • 

m 
11012 

s * 

. 85 

20h 

'• 82 -h . - - - - 

t Mwradra hwtmt MwtaL i RMh« P** ' UmIbAjii For a ftp upto Hon of.W 
*t«r ^robote ptooM nkr Jc The Lcndop Shn Sntea ooM- ... 



- 415 387k . 

866 10^i 101 Mtt&Wftrf 

296 145 lltf* Cammel LaM 

- 116 114 BMB 

861 65 S2l*t®H<**V 

291.0 366 162h Gafcnrtdos 
543 .135 B0t hfaSoarrPitfeg 
176 17612 I72h:iwrowwla« ' 
.325 112b ' 99b FWxuna Mrin 

765 12£^a 1Q5h1S8SQreup 

- SSh' 30 Severn "Rent 8 . 
5<€\42hfSiank>rWarants. 

134 851; 77I2 tstyfc HoktasP 

- 221* 1B»2 TtanB 

766 68h flO VfetanTedi 


LW6 36 14146 
124 26 27 194 


WI6 44 £2114 


FTSE GOLD MINES INDEX 


«*r 

men 


1W 0oaa0v WE 

age jUd « hHb 


I Mb pi) n874« -U laaaaa mra 1JB 


- mrjBtDOM 


fi 

Horn Maria (11}. 


138072 

153689 

139869 


4O6 

-06 

-03 


137213 288175 
154164 227564 
1403.12 182213 


565 

061 

160 


2287 

1767 

7163 


288875 13240B 
Z27B64 1335.10 
183977 1244S 


Coo rtt*. FT8E knmBtaM Lfcriwd 1007. Al ifgtra w a n ed. hi bwkNi Mow 

reMar at onqpnte. BM* US Data. BAM VMok 100060 3VT2/B2. f PertflL LatBM pdcee 


> fertth edMon. 


fopa 


DW* 

t* 0 *s 


SjgB Sap 4 Sap 3 ago 


Year Dtv. Not 


‘fVE Xd Kft. Total 
ratio ytd Return 


FTSE 100 
FTSE 290 
FTSE 290 


4686-1 
4698.6 
24016 
-24023 
23182 
. 2487.1 

227S2S 
22S272 
2348.18 

FTSE AfrSfaarw ex it 234763 

■ FTSE Actuaries Industry Sectors 

on* 

8«pS cfeMjg SapS 


IT 


FTSE 350 «X IT 
FTSE 380 Mgbar YMd 
FTSE 360 tiwrar YMd 
FTSE OmMT e p 

: 8T 


-02 48946 48816 49786 38108 362 262 
+01 46816 4663.6 46466 44246 3-54 163 
401 46956 4878.7 48616 44646 3.68 166 
-Oi 24046 24016 23946 18501 368 164 
-0.1 2408.1 24036 23966 - 368 165 

-02 2324-7 23196 23106 18626 462 1 .78 
— 24886 24876 2481.1 20576 241 222 
+04 227010226143 225747216943 3-13 164 
406224560 223863223328216864 .341 163 
-OI 234 8 69 234564 233829 1932S7 S35 164 
-01235081234768234079 - 368 165 


Year 

Sap 4 . 3ra 3 aao 


Ov. Net 
jitHN cow- 


1863 118L44 219861 
21.7110016 198669 
205010941 197764 
19.14 55L79 210464. 
1861 2372 108018 
1568 5762 172863 
2368 4365 178068 
21.57.47.12 1343.14 

1860 5048 198869 
'18L28 54.10 208760 

1861 23.18 107463 

PTE Xd ad}. Total ' 
ratio ytd Rattan 


10 UtNBRAL EXTRACrKMpW 
12 Extractive bidiBtifeaQ) ' 

15 OB. imanudS 

16 OI Ex plo ra tion & PitxBia 


421362 

533161 

381762 


-06 5Q2S64 5021 23 5007.51 370166 3.10 163 2068 SOTO 224073 
+04 419562 415763 4157.11 423362 3.74 238 1464 10460 128866 
-065376.75537464^5841379162 3.19 165 216010740246160 
♦06 3805-37 380040 380565 273271 .161 990 Ml*? SB65 


20 GBt MDUSTRIALSpBS} 208767 

21 BuMng & Construction^^ 138064 

22 BuBcfing Matts & Mwchs0O} 186164 

23 Cheraicala(Zq ■ 233215 

24 OwraMed Industrietsfl^ 1437.74 

25 Sectrantc & Sect Equ^QT) 2217.94 

26 Enginaertng(Sq 279762 

27 Engtnaadng, VehfcM<13) 325165 

26 Paper, Pckg & Pttnting^7) 219765 , 

29 Texfiee a Apperalfi^ • 1053.12 


+06208218205667205069207062 364 1.79 18. IS 6020 118641 
+04138547 136160 138329 117266 364 215 1861 2361 121218 
-05 188275 188361 184941 193266 461 1.78 1660 <360 984-36 
-04 264868 269941 28B5J9 246262 367 1.54 18J5 78.10- 1320.73 
406 143568 143214 143641 158266 668 201 1228 4848 858.11 
+06 221069 219160 220464 237828 86B 162 2062 4849 120666 
407 27776 9 276767275160255163 296 23 T 1760 5369 176748' 
+06 322296321232315095310142 212. . * . *'7141 1759.75 
+02 219345 218366 217565 266667 4.78 160 1449 8463 964.04 
40.6104662104168103960124747 667 162 1243 4281 89360 


30 CONSUMBt 00008(84) 482168 

• 32 McohoGc Beveraoss{7) . " 325862 

33 Food Produo«s(Z5) 308237 

34 Houaabokl Goode(17) ' 315161 

36 Heart Cve{14) 234164 

37 Ph a wnaeauttcMOa 750266 

38 TotMCOOQ) 4383.70 


-06463563462061 460265 370064 361 164 . 2068 11468 179665 
4ai 825544 32644 1826832 289463 367 169 1667 9066 124464 
•0.73103043083.12309058287441 367 167 1272 7067 146168 
+06 314560 31 1B68 310960 268860 3.18 245 18.16 5466 129560 

23416)232869229767204967 264 160 2764 3742 1471.16 

-06 752467 749B64 744347 559049 248 1.72 2960 15366 265060 
-04 440069438864440169 869764 643 .161 1077225.73118643 


40 SB U li aB CT 

41 DWrib utua pO) 

42 Leieura & HoMa(31> 

43 Made(4i) 

44 RetaSera, RxxJOS) 

45 ne t sJ w A . GenenK53) 

47 Brmvertae. Plfos & RreegZ) 

48 Support Servtoea(S) 

49 TranszorCffl 


2782S4 

2841.77 

321567 

4164.12 

240765 

227866 

3365.15 

318268 


+062758632750.13274363 2 589.72 292 202 21.15 5465 149545 
+06 281741290462290142287565 361 166 1942 5623 108060 
+06 3207J8 3189.19 3185.10 321228 291 195 2190 7276 178564 
+06 414360 41 1845 4096614386.03 242 165 2548 8361 155563 
-06242164 243062 243046 199568 345 . 226 1805 5361 190763 
+05 2266 68 2291 .68225060 217865 3.11 2fo 1869 47,10 136144 
-04337763338920339166312992 367 1824 6267' 1383.17 

+02 318S .72 318267 317062 250228 165 26T 2807 3168 208326 
+04 25BP41 286669 287409 2454.64 3.47 1^4 gjBj2aiMM7 


60 imLmespi) 315102 

62 Sactitatyf9) 395648 

64 Gas OoMbudanCQ • 244460 

66 TaM fl n m wlcational B . 2387.77 
68_Watarri2) 2937.08 


-02316968314569313068232065 467 145 1891 776S 1488.10 
+06354944351008350667237242 499 201 124611663202469- 
-062462602488-17244765138168 499 * *5*60 138397 

-06240928240441 238261 187006 365 -155 2094 4469 115271 
2938.74 291 B62 2B33-9S 224+67 565 Z27 9.78 9096 1758.76 


69 N0N-FMANC1ALS(B871 

238962 

-0.1 237164236560 235744204198 

3J44 

161 

2064 5278 188195 

Srcutax 


7U FMANC3AL3f103) . 

71 Banks, Raafl{l« 

73 trouranca(iq 

74 Ufa Awuranc8(7) 

77 Other RnandrtRT) 

_7B Property^ 

457698 

70SB3B 

18067 

5119.17 

330&21 

187994 

-06 4569 48 4608-14 4584.74 311364 
-OJ5 706999 711268 708899 443298 
-02 1847.18 183198 185496 1487.71 
+06 5090.19 5109.78 5009.18 351590 
+09 330066 333067 333868 285248 
188063 1985.17 198364 164968 

3-20 

296 

4.70 

996 

364 

39? 

2-43 

234 

290 

orrj 

260 

133 

166612164208091 
1668 1B465 243390 
0-16 7595 149091 
1668 12160223867 
18-23 7443 187660 

aoucP Eslx 
anftn WK] 

3mtth a Nephew 

asm m 
an in 

284 »M* 

1,100 37 
- 19D0. IB 
esoo - ■ 

Ttl. _« 

GO IHVEXTMKT TRUSTSfl27) 

3487.79 

+06 347864 345498 3451.16315961 

2.18 

1.17 

4897 6023 12&768 

axrtwwa. Water 

-80 33 
as- 


105 FTSE M-Sfewa «X m770> 


2348.18 

3347.93 


-0.12348682845242338.29193267 3-35 
-0.1 235061 234768 2340.79 - ana 


194 

196 


FTBERadgfc« 
foe BsStEB. ** n - 


1283-87 

1288.71 


+02 1261.80 125764 125566124461 
+0.1 1285.04 126192 1259.10 1«inflff 


324 

360 


FTSE AIM 

■ Hourly movements 

Open 990 


191 

161 


10224 +0.1 10209 10219 1021.7 


1028 54110 206760 
1891 23.18 1074-33 

3A37 2800 137466 
3444 2861 1330.10 


- 1-03 0.73 BCLOOt 499 938-19 


FTSE 100 

FTSE 25D 
FTSE 350 
FTSE SmaflCap 
FTSE MkShare 


49959 

46604 

24019 


49956 
46819 
240 54 


1090 1190 1290 1390 14-00 1590 18.10 Htetyday' — 


IS- 487517 4873 - 7 48aRfl ***3 48996 4973.1 

4W14 4631.1 46816 46811 4684.0 46884 4688-1 46869 46789 

wnw 2401-1 23Sf7 * 3 7391 * 23996 24024 24019 2406-6 ' 23904 

« SIS’SJ S 7 ^ 57 2274 - 88 2275 - 1Q 227548 2275.72 2278.70 227799 227866 227268 

2345.53 2348.50 234578 2343.81 234268 234268 2341.74 2347.10 234671 2350.73 234147 

UnnoffTO ^ ^ sou pwown irar 40389 nnmiim . 

FutiMr MxmsDon Is avafeabla on http^Anww.ftsenom 

C FT^ hmrr^nal Lto4ted 190 7. A£ ffight s rasenwd. *FT-SE* and -FooW — 



INTERNATTONAL 


TRADING VOLUME 


Voi 


AMVESOP 

A8i»aw>pt^ 

MMMMt 

Mtouv 


-pw> 

Na dm* 


w&loicMlart 

oaoMocrr 


Food«t 

Brt. Ports 

BAAt 

BATMA-f 

HBA 

BJCC 

BOOt ■ 



481 4801g 

SOS SM 
2000 143>i .41 

SM - ttl -4 
TOO 1173*1 -1 

eao - 3J v 

1400 S*7m -02 
153 474*2 -1 

«4 »« ■; -n 

29+ oi e>? - ^ 

M . is 

BOA 
10B 
1*00 
4800 

10 . 

300 mb 
1400; 1085 Sh 

2JS00 ZTVz- Hi 
2900 ■ 915^ -B*i 
- 412 IHB>z .44 

2400 470 t«t 

10400 ' 418 ' -a 

4600 2Ufe-. +*2 
2400 430 • ’ 4 

1.100 14(2' -111 

1400 - 837*2 ■ -7 

3.700 . aes 
30S 310 -1 

1400 010V +421* 

232 8^ -J 

1.100 1007^ 431 

2000 . 846 - +7*2 

1400 T77 '• . . 

oS 

4400 . 0-172.-. 

146 1C86 

2700 12l5 

OMaftWhef 2400 
CadbuY Stihweppraf T40D 

Cwadon 

Cartfexi Qwixt 
OantrtcKf 


BIRf- 

BarftotScoandt 

isrv 


Boatxt 


BrttAi»D*pocet 
BrtMl Ahwyat 


BwmahCawotf 




Mm 

Dtmat 
BMP ' 



FW 

Faralgn « OaL IT. 
Gan. Acddmlt ■' 
QgnwmQaett 
3 dx> WaAcoowt 

6*yrwwc* 

Grawdr). - 
OandMaLt 
oust 


. saa 


14® 

B38h -6 

-S3 

. ns +4 

22U 

578- -- 

780 

403*2 .144 

330 

IBB 


184. 

182*4 -h 

704 


421 

BSBll -J 

3800 

‘ BBS -h 


< Mm gt 


son +9>j 
714 ' -IS 


Harrison GcoaMd 

SSSLn. ' 

ar ‘.v- 

erf 

knparW Tobacoof 


JcrtraonMaomy 

KkMftnort 

LadtraMf 

Umd SacudHasf - 

IjpOdb 

Ugtf &Qenmrt 

\sssr 

Loortio 

Luca»«ar«yt 

*J&C 

MR 

MwhaSSpwwarf 

Aknxry Aaaat Msnf 
Monton(Wm) 

NFC 

NUMtaMct . 
TMonaiawt. 

NaOvM Powirt 
Nutt 

NortberaRooda 
Horwk* Union 

IMix rt 
PBOf 
P M ngrnrT 
PcaawOant J - 
Pflarrlw rtarnol 
Pnwtdart Rnwadrt 

Prudwratf 

REXAM 
RMCt 
FMcal 
BMucKf 
Ranfcaoupt 
RKMtBCoknnt 


RaodkaLt. 

HHeMUWf 

taMt 

BoTWot 

Rurt Bkl aoofondt 


8crxristi 6 Naar.i . 
Scot Hycte-Boct. 
Scoetati Rowwt 


SMdrtdChirta.t *ii“*: 

Storahauae 1400 

TIN ‘1,400 

Tiorawpt .*22 

Twmac mt ■ 

TMBlxkrt set 

TMVwtConm .731 
Taseot 3J»0 

Thamu Wrtart ‘306 

7tM*HoMi sea. 

Thorn _ .. 7H5. 

TonMrwt 4BZ 

UntaM 89 

UrSawt 806 . 

UnBad Araumno* . 1.100 
IMadBrtcrtrt , 1409 
IMNewSMadtat 48B 
IMtedUNfoOt 885 

a- 

18B 

aw 


WPP 
WeexxWWar 
WMtnMf 


M 


BIB 


■rooNHi 

YartaUreWMar 
Zaoacxt . 1- 

saaaftss*;-. 

reundad. Eaura: BaML p>t of FT 


- V?*' 


i 

i 

* 

/ 

F-- 
> : -; 

"* 

?.t 




-J : 

i 

J" ii 


? 

A "■ 

ft 

i. ~ 


0 

fc' 

rf - 

•K- 

>■: 


A 


I? 


st" 

£ t- 
P -• 


li v. 


■> r. 


* r: 

2- f. 


fa «.. . 
* •. 
« s. 
fa • 

o : 
o -i 

fa - 

B . 
K u. 

a* t. 
fa , 

S 2 

fc» . 
a - 

i 

M i 
to ? 
fact 

Xl 3 

fc. J 

ti 

S : n 


?r= 

* •- 

Uv 

w. 













35 


m «er 9 




Wnancial times 


TUESDAY SEPTEMBER 9 1997 


Highs & Lows shown on a 52 basis 


■ Uw hi » 


+/- 


»WM 


»/- 


Europe : 


i»w rH 


WORLD STOCK MARKETS 


• i- 


> ¥■ M 


■AreAfc 

mcr 


.521 -iJS *» 


§£" iS 5*55" ** .. -wino* uzu iuish e*o* -iro73ao«M u as maa (Sep S/ Kronen 

§EL W w *5 w 559 ?J 1*1 Dm 543.W -MOM6S01TW9 13 MB 

SI? JH- tv+PSSTS 1 - 5a& * 1*9* 555 _ 330 131 IX . On 78X0 36S6X0 15339 

c * t " 5* 7 lsaao auo Tima 08.70 *20 4302070 1X21X PlIdlOR 0880 -20 7880 4480 28 291 Jg*¥ 

AUt 118 


U.W Fit 


as 2 T iSS -^?! 44 3 ?J an 

ten 3 s?*« *» 4 o 1 a? 5 ? 12 - 25 ,B, «5 *3 112 ! 521 to®" ’«■« -lunsaoTsxo o* 3 £i 


»>e 


3 :?« 

“•a?? 4 m 


f« i^g'-s nai s .is ts’s «« sr 
asr :<s.+s,fl i ss* a. -isjsjssisi «?■ 
S'sa jj sjsisui 5 - “sijssfi «”’a sa 
:§& TJ SJSSSil - g, S 5 SS S&K’Hiiw 

ft*. • 1 - 552 -f 1JWTJ81.1.B3KS AW -0 9.140185118182 

££? raSl* 25 »UU5 teS -HIM) 802 1.8 140 

I "? 1 * -4J8 MS 558 __ M10 *90 ‘019 233 09 

IS!??. S? *5 S5 280 - no SS2? **12 -loo wm m 32 ._ 

HT 1 ! i» 7 il : .i m ^ ,K uau fef“ 882 *«-«25 410 2A 144 

8£n 1,BO %22 ~* j S 1 9<3USUI UZA7 5*j* 1"J9 -so « » _ _ 

5S2 S9 SS ®u n <3? *• w 90*17*4* 

2*5f* *76 -+7X0 8M 727M 1372A H5» 91* 


97 
*25 < 

78850 *1130 


"S 2£ireSi85 + R,n *“ K *'- s0 9648*0 09 448 

®8 W» 193 10 -2 40 71170 WM 1.8 5*7 StT" 


114 

741 


DMpTor 
DtfnuP 
OI«H 

... 1750 GOAD 1.C24.B Mas 
•90 128 « 19 250 few** 

•90 1 1B 96 JJE.7 niarrc 


317 -3 470 295 09 28.1 KMaS 

722 -7 775 770 _ 209 IMi 

578 -1 770 466 12 389 Blow 

539 -23 730 33S 10 - HbM 6 

1970 -201.6401290 12165 NpCrtJ 

710 -?5 1 310 202 1 1 202 HpQO 


Ml -101220 547 19 .... 7Hmr 840 +.06 5® 868 32 14 7 

1.990 -l» 2.660 J.170 04 36.9 StaH 10.60 •2010*0 043 40 

10600 •300120006X60 09 Z1X SMBHw 1200 *.12 13*5 8 3.1 1U 


824 54* 1*210 


-20 11720 MOO 14 220 DamJp L310BI 13>B ^21 3 09 29.9 NpUpr 
"2 262 _JS6 2^ 53 to 2450 -20 3*80 2.131 00 34 9 **» 


ltona» iStSSuSSiKUni SS» 1 »b 3 IBO^mSi 

is -iSimsus ETsS-SPSfi 51 “ S w * s * , - J!!ia! ™ » 

53 S. !» 2 -« 2 ia» 5 » 2 iM* SE? 


nfw 


IJIO 

14* 


.. 1420 
-z ms so 


790 1248* 
67 


£ep 8 /DaehfH) 


v*:*.;* IS 


A 10 




twttm. 


VBNr 

u: 



. _ 72745 10224. 

sr-a-^iss^e 

ja'-aJSSSB.* 
4 ’=M 35 «£ SUB B; 

2jlO ^2JK ljS» Ulli te* 

ss 

S? 

■ 0TI8S* 

7j«r -aejM4 7ao Mi5j 
1-55S -« UXJi 88040 14 4U g«« 
4.960 -35 5JS0 3J60 ^ am 

ms -wuoo^ z r as 

-300 9am * o»> •> n 

m 


70 ‘3 77 SJMM 19 2*2 10 ^= ♦’ J 53 -?ua U 07 I 52 232 

na I 4 iS HA 11.581 *858 111 7J2S 1.1 _. 

2M -2 *S2»al*M0 **** 1.K» *170 "2560 1.500 BB ._ „ 

4 ion 7a 39 19.1 H * c * Bl MH *446 1JU3JM0 1 7 53 j MMnMTSapS/Xrenoq 


AuJUu 

0650-100 *1 4350 2J2 189 4mSM 

42 . 40.60 3450 1 6 26.1 UxB 

434 -6004*2*025233 1.6 2&B CuMA 
4470 *30 4940 SR 13 261 BUB? 
51 JO -60557041*0 87 14 B ErtcAf 
HMb ISO -1 167 127 1 4201 ErifaS 

AMO 20330 4 1J0Q gain OB 3123 1 WbOH 8330 *1.70 80 6430 10 137 EsmA* 
StoBtun* *612 IM « vpad» 107 10 -.so 115 n *120 1.9 ito bus 

4 440 *320 -4470 2 800 2 0 ~Z Hnfta 125 *' l2 * 9R5Q 5* 164 Gnane 

1*^2 *1352 TXCa V«a 53233 «*W 247.10 -3281 J021E50 19 35 1 jgj'g 


StoMl 

5 SS 

WMJ 

«Mf 


•3 261 50 1*2 1.623* QH 
252 50 *3 a3 131 1*239 Bo 

31050 *3 352 223 c-*«i 

78 50 -2 94 62 50 13 

1*5 *1 183 *2 4* . 

171*1*0 miss 2* _ 


1*10 
3 350 
838 


WMWJOWMB {Sopa; fbl) 




0.47D -2009970 

■MA-SaS 


-2S -S*B28xa 19 _ 
*» -cuisttsao 19 ^ 


290 

*40 

751 

1,457 

243* 

0*6 

8*5 

*41 

70S 

4.15* 

S11 

383 

2.450 

421 

2*72 

794 

a 

787 


- *7J 680 *,* — ■** A 1 02 *«2tlJ»ira - 12* 
-18 \%6 lS 1*28* wma *** * tBl 2* 15* 

-7 J 810 2.036 44 _ 

tffl’SS ** 7..*** ITAY6»8/Uf« 

-J Ml 743 19 
-I* 839*7720 3* 


3 K? 

Hw«A 

MM 

hcnfi 


MM 

MHOS 


555 

338 

330 

196 

200 

139 

120 

MU 

ISO 


725 

4*0 


126* -1 167.70 IB H 4.0 11.8 t r«- 

115* -50 147 74 *e 96 4*108 SvS 

0750 -350 101 8378 1* _ 


aims 401 50 *&50 
HI 1 Saw MB *4 

» IKJilllf LMH 136 60 -1 50 

201 *1 21117750 0* 88 MpnsA 207 -4 


•II 670337a 23236 M, 
-5SS50 160 0 7 45 7 fSc 
•J 376 1379 08449 R>lm 
•1 310 13S 26 15.7 FMFI4 
2I8U750 25 180 haHk 
•i 141 115 22 320 FMSo 

•2 140 106 2.8167 FhVM 

13503550 134 0* 51 * fvfiul 
*3 294 195 1 7 RSHf* 
3640 -30 42.60 32 50 -31.9 F&4 
721 -a 7SS 358 14 171 FufEsi 
7B6XD5C 14 172 faKSk 
503 264 271*0 Haw* 

435 341 2 5 33B Udao 

43L7C50 2*47* 0n54H 
255 172 14 5 Gl£ C«glM 

142 80 22 _ i^Qts 

235 157 2 7 .- G «*C 


•2 600 W 1 1*»1 ijSSL 

*C 5)5 358 1*115 “g«8 

. 1*101080 07469 Wg 
.102*70 1.CO 0*331 H»1 

— -1? 1.090 731 70 1 1 189 

FsnMt 5.490* *2506,160 IH5 0* 42* 

F*»* 4.950 -150 5.600 3710 0*3*9 y™ , 

FtflBCn 334 -9 830 270 I* - "W 

•102.1601.140 0 6 39.7 g™ 
-10 572 400 19 K3 *£&£ 
-60 5.190 1199 05 7M 
-3 »« 351 1*»S 
-2 649 432 13 *1 KS 
•1 590 275 1 1 72* 22*? 


880*00 -6 WntMCUSB . - jj gg 1 , 

996 *24 1300 848 0*470 ggflS 

• 10IJS0 651 0* 538 
Kpai 


•1 570 3B7 *4 _ . 2" 

•6 383 22610 £1 . **" 

•65 2 ^ 11*1104 ** J. 1 W 

-5 4» 34119 05 ._ £'£** 3*00 
-3 2.675 I MB 30 _ ■£«" A6S0 

.7 B4 311 ... Matffl 1,176 

-7 585 331 _ IBooa 1.724 
•3 1,160 707 1* _ BMaO* 3950 


U.flU •14017.180 9910 1.0 71 7 MW 
4*00 *49 6*46 3,175 £1 85 Wn 
^4.420 .. 16* daft* 


•10 3*00 2*00 S417J DMA 
-10 4,746 2*85 35 229 ornkl 
-141.417 62*36 

-01.774 MU 

-a 4.100 2XSO 4* 183 SS 


teaa 400 90 -HUB '484 32110 21214 BAto 105BJ •17510715 2.956 1*43 7 


-* n 4 H21J3U A* 88*0 -273*0 40 11 J 



SSSF_ 

CM* 




ft** 


OBOd 1930 
to*«l 14*90 

3,440 

&44S 

sao 

S.lflD 
2*00 
14, — 


---**004295 U4U li rr i 

J- 2 ? - S02 - 1 " 1 JBO 1 * 20 * gg- 

3.8S5 +5 ’4.1502*85 73 14.B HP™ 

JiJjO -30**al£5 4B1B3 ^ 

3*a *6 3*50 2770 3* 49 7225 

7.400 ,-100 a*io urn 1* a* rlE? 
M» -10 6.180 3*05 28 *1 


10*30 .30 -11300 8*00 0* .. 

10205 -180 11,180 6*S> 39130 
735 *7 783 270 _ _ 

1455 -8 1.402 573 37 

1,475 -30 1*80 7*40 U 61 

1270 -a 1J05 824 24 362 
700 *35 930 300 .. 

8M *16 950 477 „ . 

2*50 +15 2*90 1212 87 a* 


HtBSV 


NCL 


IMCon 

MhH|0* 

ai 


Boons 81*00 -100 BUKO 47 Goa 44 680 _ 

B»1S 7*OT __8.lB04.ft20 0* ~ £»* 800 •« 923 *85 1*214 Boon 77750 •200 2U0D» 1211* 194 ST* 

MW_24*7S •saaoamiMOiiwj fiSl_SK20 -a*0 420 ans 22 _ BJ40 ^oe*8*M» i*5a7 ”** 

ranOn 3*40 ■ .100 3,830 t Vw 23 to to o 630 .. £98 541 69 11.7 

2*30 -.2*282235114 “ S* 157 90 -210 2601<7201Z7 _ 

’■S +?g ’.MS 1^2* 1£1 g* ' f“ - 1«75 5*0 1.1*40 

i7*2s •mnSiijS a/ *“ HKt* J* -121*801,057 1 1 aj* g«p 

r*» -»Moo*a5o*k8f-«« ’SmSS^SSjSISSSS 

13J +110 IBCI'833 2.1 240 Coftrt 
2*00 -12 Z644 1.595 0 6 443 Cl 4 
394 *4 410 242*0 J3 .. CrM 

1233 «37 1*84 77D 0 7 25* M 

23870 *7D 284 1 77 25 E» 

*aiJHl*M14 _ gg*» ' M ?,^SsSIS MM7 

*UQliUQKlfl» 97tfln "*»' 14B 1C7I082.73 _ FM 

SftSSySH 180 119 -H59W1II504* 7 M>r _ 

Site 3 .'305790 47M 1.JS7 RWR 3*20* -40 UU 1JB1U 4 3 70 "*** 

£2Lx IS R**e 1200 +31*18 520 .. MSB 

to?** Mr SOM .ISO 9.430 5.105 1*874} S jpaB 

«AIN-4»I _ _ 1*53 1.115 OJ , Stayn, 833 -5 8041M70J18 09 

-11500 9*60 1*1*7 222** 2?1° li 304 6m*at 37*50 . 39200^.450 ID 4*0 S£*0H 

nao —OT 18400 9.700 1*30 6 Mian »n Vila H HPJ *70 .5 1.125 7*0 ... . SWW 

" l ” g «• -’■* — ■“ “ 

s i$i ‘iiis : & J 


485 
*1 
2400 
a 40 
1*0 

EtanA 12150 
57 
45 U 
37 
03 


490 205 03 . ModoAF^ 278 *1 306 172 13 12 4 Cana 

- U 50 25167 MX A 81 ... W 7356 1*19* »«' 

-302950 1520 62 64 MX* 11 -1 110 72*0 1 9 193 

- 40 33.00 JO 40 SB 72 KS^S 112 *S0129S 98 403 >to» 

-1 215 142 2221* IHM42S3 50 -60 2*9 135 17 B* JS" 

-50 15764*0 17 19 |W« «« *1 1» 1« -. - 

-10 77 33*0 70 81 p »™a 135*0 -*0 154 107 SO 1* 262 

180 *1.50 197 135 £8176 ™g 
188 *3 1S8 1X2*176 !S5S 

200 *2 2a 131 2* 14* 


-a a 43 22 184 SCAA 
- 46M 98*0 27 15* SCAB 
•I 109a 69 1? 


SAFA 


361 -4M 480 StfltZ iS&gSJE? SSL 

M -3 441 907 1 A 1 7 H SS« A 16550 -2 174 87 50 C.4 14 3 


4*20 
(Mdc 2.D30 
■Wfct 40* 


-203*00 1305 2* __ MW1 
•13 3*90 1*70 65 21 0 2S£® 
+40 8*00 Sja 2 0263 
ijwsig a*i 7 j 
♦SO 2.7S0 2*30 _ _ 


12* »7 a 129 

433 -I 436 

273 . 300 

256 . % 

3*05 -86 67 b 5 i *32 1~7 464 {{»”** '* « ,{ ?2 

I 2 JJ 40 - MOl 4 JOOS*a 14 14.7 J 5 E " J ® , 4 £ S 5 _ 5 ? 166 

10*211 •» U1SB0 fl*M 2 j 4 165 gy»* 

8 3 a - I 24 UB 5 75 B 1 24 14 * 

6 . 760 k -65 6*80 ISM 1.7 13 * 

7545C -S3J00 1**36 


363 -3 443 207 1* 170 

IM 1CB 108 24 165 

24.10 -10 X 950 .. .. 

182 a „2M ira 12 162 

.10 1 73.6a 3750 11 57 

““ so — Um (i 
293 1.6 18* S^T h 


SSAOB 

Sn*M 

Slant* 

SannA 


666 

514 

401 

222 

740 

IQS 

14650 

122 

210 

19S 


5*00 -55 8.360 3.740 7.1 1*3 SMfl 

33QS -10 3*75 2*26 4 6 7* UUB* 
17.535 +1M 18*2511 410 3.1 19.1 MMnA 
2*45 +302*75 1*50 2* 260 IMHn 


57 *1 SO 
170 

111 -1 
270 +6 

270 - 


•18 639 
•12 508 
•1 487W 
•2 238 

ra 

. . 121 

-r i 5 j so 

-1 14* 

-2 sa 

200 HQM 0* 


176 28 68 seoiB 
158 2.7 63 semm 
74 1 9 a 1 SKnaU 
72 20 13 6 OnBAR 
SSB 12166 SoartA 
322 1.4 141 SUM 
ICO .. M3 stanfi 
138 23 2DB SvKnA 
IM 2 I 171 s«nn 
58 2.7 13 5 SUM 
88 2*104 SMU 
93 12 344 MM 
119 10 MaC 


•3 


100 
170 
147 

WU *550 

... , 1ftto* 176 50 -1 

61 2.7 115 5**** 

157 12 37.0 
156 12 32* 


iTVTO . 138 
170 103 18 102 
118 
285 
2*8 


167 . '7350 83 24 144 — - 

248 -5 2G8 178 26 21 7 J"£” 

Ml -5 288 140 2* 21 B 

777 -7 130 M7 13 15* 

210 *750 243 160 SO 7 5 270 CSS? 
219 •* M 245 ISO 2-5 221 
2M -1 a7 1ST 4 0 198 

180 +6ZXM 155 13X0 

87M +ia 100 51 C 3.1 9 8 
338 *2 346 180 08X5 JJw? 

319 -650 366 746 3 1 89 ILSSu 
18250 O 194 81 50 10 133 2?£" 
IX *7-3* 14S 81 50 23 27 4 E3L 
IM *3 SO 144 SC 50 2 8 27.4 2^° 

249 .5 278136*0 20 11.7 J—v- 

170 -2 197 99 24 14* 

Ml -6 M7 1»UI0I S 

2410 *.10 X 1260 46 MS6 

X7 145 21 MO Mil 

183 124 24 17 9 hod 

173 124 3 4 . knus 

142 82 50 24146 wy, 

-■ 183 l» 14 78 bun*! 

•2 231 IS 2 1 7 6 mail 

*7 232 13150 21 7 7 RoFtt 


-20 2*00 

1® 

OS .. 

-ID 

.7® 

OK 

0 7 sex 

•£ 

sas 

504 

o9 _ 

-27 

005 

461 

0* 35.1 

-23 

Bill 

450 


-7 

930 


2 8 582 

*0 

677 

300 

09 ... 



177 

06 



740 

29731 

. 1X70 

091 

ox ... 


657 

4*1 

1 7 VI 

•30 

*10 

985 

OX M* 


Mr. 

MO 

05 . . 

-I 

4A9 

384 


•1 

378 

204 

- 7B9 

-1 

415 

M 


-20 

900 

EM 

as . 

-f 


145 


ej 

900 

547 

1 1 284 

+3 

.140 

M3 

11X7.9 


X50 8210 

03 346 

•1 

EM 

407 

12 41* 

-30 

390 

9BS 

1X41 4 

-1? 

110 

870 


-60 

590 

*70 

08 30 1 

-11 

X30 

7® 

1*655 

-TO 

370 T 130 

OX 52 J 

-7 

100 

620 

IX 308 

-11 

531 

3£6 

1 6 31 B 

-10 

3® 

(CM 

2sr*4 

-11 

232 

107 

23 _ 


w 

220 

1.730 

W 

sn 

243 

890 

S75 

» 

1.440 

5 !» 

215 

STB 

337 

401 

530 

296 

29a 

887 

*60 

704 

1*60 

295 

S53 


_ 393 158 2.5 SaaBn 
-2 4*7 210 1 4 .. Sort 
•a 2*101*60 0721* wA 
-16 1*70 KM 1*313 SMfel 
— 420 1 4 444 TMBP 


•12 692 
-1 641 
-6 1*80 
-ti aa 
+4 614 


4*6 - 675 428 £61 W 

4a v*7 511 M2 35 21* 
BIS *a 9.13 720 6.4 112 
644 **4 363 295 7.1346 
-05 7a 1*5 4* _ 


X Bsiboa 
S 27439 BradflrB 
21620 BriddP 
13957 BKOr 
193371 CAE 
J4IW CTfiA 
10555 CmpORs 
*14 CkdOo 
CB ffOA 
78120 Ciataor 
50904 CantSh 
63497 Caneo 
IS948B3 Ctomo 
1500 Mtarc 
98555 OM( 


~3 515 
-7 l.lffl 
•2 W1 
-4 789 
-* 1.110 


331 1.7 34* Tlan!C 87*81 +£5-7.03 5*0 1* - 

740 13 78J? TBU& 1*45 -6*1,115 797 4 8 — 

sag 1*106 mk 8*o _ aa **31*259 

3g 0* ma 110* +00 13,40 TJ2 * A 21* 

-2D1j6001.ua 1.1 .. VMM 99*0 *1 SO Z7 19.90 23 307 
•* ™ Ag '^384 werrr z*4 +.« 2*5 227 7.413.7 
"5 53? 30] ]* - waeac 7*6 -a *77 *.17 «* ias 

-* J2 SHSi M -*3 11.60 7*7 1.7644 < Sjg £Mg 

888 Slffl 8 ! WM 4.15 _ 4a 273 3*17* 1968« CalOee* 

365 !i9 557 
SOI 1.1 45* 

281 10 _ 

2SS 27 3316 
8*0 1 1 194 

j ]££} ahiR 1 -a iiso 7.10S.712* 

ioi^S ~Ss5S b5S27.8B«1 «M 33*0 2152 Z* 1R2 
S +2 2SSa 53JS+1.7S -*538*0 - - 

-3 3K 20 09 SZ^ ?40 _ aso ,^j 3i „ 

2a *02 4.70 2*0 34 11* 


>nm{S 8 p 8 /KJ (4 


-? 499 243 -16* 


□XU 


sous 


-3 459 


town 

tama 


>tMO 


162 -. 

390 1*36* 

430 1 1 23* 

575 1 J 154 
320 152*0 
-5 724 853031 1*28* 

... 013 GOO 1* 24* ^ 

-40 1*01 1,170 1* 35£ gj?tE 


-a 64a 

-I 1.100 


tttM 

ton 

wau 

OdBRc 

82 

DU b 


-2 910 463 1 7 _ _ _ 
-3 397 2M 12 IS* 
*161.100 739 0 8 _ gag . 
-10 532 370 1.1 244 gw 
-4 748 368 20 52* Oao BB 
-40 3*20 2.160 09 42.4 HSBC 
—3 1.070 615 D9 _ 

•3 410 300 0* IS* 

-73 2,4501*30 0* 398 


iHUaeD 

ET 


-i □ 2_070 1.100 0* S3* HanCM 


S49 3» 1 1 
2*30 1910 26 51 £ 


0W 

Qmrao 

QnoPa 


-is 1 
-5 740 
-10 956 
-3 875 
-15 777 
• 11 1.180 
-17 831 
-11 1.150 


BST 1.1 6X4 MM 
595 0* 

584 n a* hoc 


♦la ism tan 


-> S CI_ . — 

r 3 S ■“ a’:®- ** 

: W 


Some 


2 ao 

Trcw iS]aso 
UC8 -1*4*00 
ItaNkl 3.110 


aaao +4ooagi9jBoi2 . jtea inn -s* 1*40 j as i* 2s* 

2.0B0 2. TOO 2.7 RmbPA 237.® *5-70271500100 1*28* 


-05 __ 

-25 2408 UBS 2* 117 b£E 


SWRatUMMSepS/Fn) 


ZnYok 64000 
Ina 370 

MOhE 286 
tuaur 1,09021 


-<4575 37.000 I* _ SAT 
•S015JZ5UBK 28 17.1 5GC 
-tOOO TfiflB 52000 03 42 a sg 
-103*40 2380 _ _ 


CMMRff ^spB/Konsia) 


fWp« 

Cbz 


IW 


Stocks Yestaj, 


267 
1*29 

»■ ns 

RomSnk 1*85 

tZ* ^ 


•1 *337 255 1.7 120 _ 
-MTJH an .. 7* SUM 
•30-5100 3,400 1.4 34* S«w 
__ *3*5 205 £*15* SoaR 
•5*3050 1*7* 51 6* gicGan 


— 1*80 914 _ _ S«m| 

+42*67108*20 U 


11*5 


DBHAK(Seo8/t<I) 


•"V 
-■-*? ■ 


4 • 

■ -••; A c i, 

a 

•t i 

:■- 'j. £ 

S S;7. 

•.*.*4 T ; 

• iL. 2 .. 

: H -[ 

.■£ j? ^ 

■_-U l*'«: a. 

- " »*■ • 

. -.J i“] #4 

- * . 

- . 


;< r.- k 

- r I .* 

_ m \ . V 


^ s' 


Sun 

Ton* 

TtoCSF 18690 

A»?A 815 -10 *85 570 1* 14.1 jjj® 

Pglm 350 --3B5SI 290 14 157*55“ 

BOB* 377 *2 410187 25 32 7.1 ffiK? 

CM 334*3 -5*7 422 334 1*201 


330 1*20.4 
148 O*20l7 
988 0*36* 
76B Z4 58 


815 +1 B36 8*5 6 9 

1*50 . 1.8901.44* 19)21 

ia -2 40 :«* 84 54 _ 

SGSIta 545 -10 627 712 . 

M 2*75 +6 3.415 2*00 091*7 

St&jtm 905 +14 925 840 101*1 

5n» 590 -| ns SUB t.l 35.1 

Smart 337 _ 385 228 50 1* 34 4 

SMSA 880 -91.185 061 1*2*0 

Stttoo 390 -4 48634950 XT 161 

18050 -4 X 37501010 3 7 IS7 
439 -A 470 29* 5* 

454 -5 5*4 399 60 __ 

11590 -1 IQ 1G5W 105 12 124 
788 *11 837 577 22 160 

2.730 +7X197 2*31 10 790 

717 -*SO 2H «1» KJ 2U _ 
6*1 .14 719 446 1*4*J 

714 -1 825 471 0 7 3*3 

3.140 •10 3*50 1.362 D* a 7 

793 -7 809 412 13251 

• TOtnn 14420 1 77*2 
653 +5 £62 383 1.6 28* 

572 -3 594 4010 S 1 303 

63S +17 740 525 30 117 

U4nfir 43250 +850 502 38910 14 180 
ItattK 1111* +*012550 70 2.7 17.1 

VMM 370 +3.1041*50 273 12 71* 
VUtc 360 +220 3)890 21*20 I* - 

Worms. 37*50 +50 41BMS0 2S14* 


JB/Dffl) 


OonOsK-BSSOfl 
EAatt • 108 
HSB 202 

Fafch 287 

Mini 115 

ESA 300 

BSB 200 

TJOO 
803 
355 

KmoOo 205 -458 

LrtznB 682 -8 

McMH 309 -4 

NKTAIS 4*5 +6 

MMB 082 - -9 

209 




340 _ 422 

OmanS 17B — *184 

ChHana 790 +29* *70 

Cada - B22 . +3 IB* __ 

CBU 469 +9 70536491 0526* 

B&12A 280.000 — X30O3 07fl» 0.3 _ 

0/5120290*00 -1*00 HUD mjm 0* 57* 
n/SHer 050 _ 990 780 1*155 

OS Sn 425*00 -‘OBUUIIIM _ 

OS SvB 420*00 —4«4a nun 09 617 

omseo 371 +4 439 21 1 21 1918* 

*M 788 304.70 14 *5 
-1183 H -.110 

-1 270 142 1.6184 

-a *390 274 0 J 205 S5* 

-1 1*6 105 11 21* SiSp. 

' -10 -23S 149 _ 

-1 250 142 _ _ 

+251540 1980 1715.0 
-2 880 320 17 7* g~u 
+fl 791 303 1.0 24* 

200 200 1*2*3 

IOO 430 _ _ bSw 

-382 300 1.1 111 m 

495 2S2 2526* Sc* 

*11 <3850 05 214 
• 284 144 2* 111 
415 325 M l 181 
in +S50 121 60 l5D 14 17.0 

290 +141 307 JG 139 — _ 

SopMA BOO __ 1.015 07* 08 2*2 

SaptaB. 975 -10 1*30 074 0*2*0 

Start 180 -2 19455*0 1217* Sand 

r«noa sea +e 4u zts 4* is* STw 

SEg" »S 0Mrt*1»*B* +701811* BOOS 0*21 

TmMT 395 +5 '443 315 CM 74 qwi -ran . ill cm 1 4 24* 

(MM '403.10 +1.70 4702*60 2610* ofM) 117 -? -S 37 Z 

WsMC 454 -1 531 549 22217 ggg" . no' 14 -M 

wnam 284 . +4 tsso 240115 a* ditm i?S ® - 

OnA ' 14 74 
DtafWrfc 

nun (Sep 8 /mot Doufl* mo 


iSSSS 


355 + 6*0 


43 -1.1048*01*50 _ 

50150 -450 5*6 400 9*8 

1580 +30 157B 1*60 1* 50* 

218 +*0 237 10 05 315 
42*70 -0*04962026150 04 19 
126.10 -4.10 194 112 12313 
9320 -*2 7170 4491 27144 
905 +51*80 615 1*214 

521 — 010 460 1.7 63.7 

44.75 -25 5190 25 1518.1 

•SLID -*5 7990 5354 2517* 
70*0 —1.10 8D 59 4030 2* _ 
1315 +11 1544*5650 1127* 

9490 -90 115 4052 17 377 

7850 -170 99*0 6750 1 3 295 

Mr 3*55 -25 4320 3775 139 17.4 
53*0 -OS 80*0 3490 27 3UJ 
7040 - 65*190 5450 1.7 26* 
143 — 161 101... - 

870 _ 99068150 101*5 

160 +250 190 90 12 _ 

164 +1 2051 1030 1*218 

comae 8180 -1*5 7140 33*5 21 214 

500 _ 670 484 17*6*- 

4*85 -*550902450 1526* 

18,150 ♦i 8 i« z 2 l 


You’ll see Rockwell’s 
advanced technology at 
work in our Collins liquid 
crystal displays for today’s 
commercial, business and 
military aircraft. 
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Bourses recover poise as Dow gives lead 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


Qerii wi i y 


World stock markets made a 
cautions recovery yesterday 
as investors reflected on a 
weekend speech from Alan 
Greenspan, Chairman of the 
US Federal Reserve, and Its 
implications for interest 
rates, writes Philip Coggan. 

Mr Greenspan warned that 
t igh t n ess in the labour mar- 
ket made It necessary to 
“remain on the alert” 
against the revival of infla- 
tion In the short term. 

While the comments need 
not necessarily mean that 
the Fed will raise interest 
rates before the end of the 
year, they reminded inves- 
tors that the long period of 
low inflation and low inter- 


rate (W} " - . 
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est rates might not last far 
ever- As wen as the possibil- 
ity of a US rate rise, markets 
also face the fear that the 


Bundesbank will increase 
short term rates, to defend 
the D-Mark and to head off 
inflationary pressures. As 
the graph shows, German 
money market rates have 
edged, up steadily since the 
start of July. 

“Recant data suggest that 
the six-month annualised 
rate of German consumer 
price inflation will edge up 
further in the next couple of 
months, from 13 per cent in 
August,” said Gemot Nefb 
of Salomon Brothers. “Such 
a development probably will 
be enough to cause the 
Bundesbank to shift to a less 
stimulative monetary stance 
by the year-end.” 

European markets were 
cautious during morning 


trading yesterday but recov- 
ered in the afternoon as Wall 
Street opened positively, 
with the Dow Jonas Indus- 
trial Average up GO points in 
the first half-hour. 

There was also relief in 
Asia, where Kuala Lumpur 
rebounded a further 7 per 
cent after the government's 
policy shift late last week 
and the Bangkok market 
gained nearly 6 per cent 

But It may take a while far 
world markets to settle 
down following the spell of 
volatility - induced partly 
by Interest rate nerves and 
partly by Asian turmoil - 
which began in midsummer. 

The markets seem to be 
reacting sharply to each suc- 
cessive economic statistic, as 


they assess whether a “new 
mu” of growth without isfla- . 
tion has arrived or whether 
the world is merely in the 
m iddl e of yet another boom- 
and-bust cycle. 

Merrill Lynch's latest sur- 
vey of UK ftand managers, 
conducted last week, found 
that, with the exception of 
Japan, investors were on bal- 
ance looking to cut their 
exposure to equity markets. 

Union Bank of Switzerland 
is recommending that inves- 
tons are underweight stocks, 
relative to bonds, for the 
first time in two yearsL Chris 
Carter, managing director, 
global equity strategy, says 
“our model for valuing 
global stocks relative to 
bonds finally suggests stocks 


now have around 10-12 per 
cent relative risk, a level not 
seen for three years.” 

Mr Carter says “if the 
D-Mark stops failing against 
the dollar and continues to 
rise against the yen, then 
European stocks , will clearly 
have a much harder time. K 
markets do take on the 
Bundesbank, a falling 
D-Mark actually becomes 
bad news' for stocks as it 
drives German interest rate 
expectations up." 

He adds: "What is happen- 
ing in Asia is clearly disin- 
flationary (if not deflation- 
ary) for the rest of the world 
and more bullish for bonds 
than stocks." 


Asian setback 
causes rethink 


Loudon market. Page 34 


US shares 


Frankfurt rides up on US gain 


improve on 
firm bonds 


AMERICAS 


US shares were nudged 
hi gh w in morning trading, 
helped by slightly firmer 
bond prices, writes Tracy 
Corrigan in New York. 

Analysts noted some relief 
that Alan Greenspan, the 
chairman of the US Federal 
Reserve, had not appeared 
unduly worried about mar , 
ket prices in his speech on 
Friday night. Although be 
expressed continued concern 
about rising asset prices, he 
aicn said that the strength of 
the economy and lack of 
inflationary pressures might 
be explained by tiring pro- 
ductivity, which may have 
been underestimated. 

“There was some relief 
that Greenspan did not refer 
to irrational exuberance* in 
this speech,” said Elizabeth 
Mackay, chief Investment 
strategist at Bear, Steams, 
referring to previous com- 
ments by Mr Greenspan 
which had unsettled the 
market. 

The Dow Jones Industrial 
Average was 3&5 higher at 
7861.97 midsession, while the 
Standard & Poor’s 500 stock 
index rose 5.36 to 934.41. The 
Nasdaq Composite Index 
rose 1LS9 to 1647.16. 

Dealers said there was a 
technical bounce in some 
stocks after last week’s 
weakness. 

The market was also 
boosted by enthusiasm for 
the biggest deal of the day, 
WorldCom's purchase of 
CompuServe, majority- 
owned by H&R Block, for 
$L2bn. In addition, America 
Online has given its internet 
infrastructure business to 
WorldCom, in exchange for 
CompuServe's on-line infor- 
mation business. 

America Online shares 


rose 10 per cent to $76#. 
H&R Block gained 2 per cent 
to $40% and WorldCom 
gained 6.5 per cent to $33%. 
Analysts said that the deal 
was good news tor all three 
companies because H&R 
Block has got rid of a prob- 
lem holding, AOL will not 
have to build an internet 
infrastructure and World- 
Com gets CompuServe’s cus- 
tomers. 

Ticket price rises by US 
airlines helped boost the sec- 
tor. The fare increases, total- 
ling around 5 per cent across 
the board, will mainly hit 
business passengers, and 
come at a time when airlines 
have been enjoying record 
traffic levels. 

The Dow Jones Transpor- 
tation index was up 4J8 at 
443.44. 

A series of analysts' down- 
grades hit paper stocks. 
International Paper fell $1% 
toftttt. 

TORONTO moved ahead 
on the back of the solid start 
on Wall Street and another 
good session for the heavy- 
weight banking sector. At 
the noon calculation, the 300 
composite index was up 25.38 
at 6,768.60. 

Among banks. Royal Rank 
of Panada gained 30 cents to 
C$66.05 and Toronto- 
Dominion Rank advanced by 
a similiar amount to C$42J)0. 
But Rank of Montreal turned 
in the best performance of 
the morning , adding 80 cents 
at C$53.00. 

The trend elsewhere 
among leaders was mixed. 
Alcan Aluminium lost 35 
cents to C$48.95 and Sea- 
gram came off 10 cents to 
C$4880. 

Techs improved. New- 
bridge Networks Jumped 
C$285 to C$79.20 and BCE 
gained 25 cents to C$4080. 


Wall Street's better early 
showing overcame a con- 
tinuing gloomy response to 
Volkswagen’s plans for a 
capit al incre ase, winch took 
FRANKFURT by surprise on 
Friday. By the dose, the Ibis- 
indicated Dax index was 
5785 higher at 4.13186. 

VW finished with a loss of 
DM26.05 at DM14.90, having 
dropped to a low of DM1,151 
earher in the session. The 
shares tumbled almost 10 
per cent on Friday. 

One analyst said that 
VW's news might herald 
similar moves by other com- 
panies. He added that the 
privatisation of Lufthansa 
and the capital hike at VW 
alone would require around 
DMl2bn in fresh liquidity. 

Porsche eased DM3080 to 
DM2,850 with the news of 
more than doubled full-year 
profits said to be already fac- 
tored into the share price. 

Dresdner Bank was 
DM185 higher at DM7580 on 
plans to merge its three 
mortgage banks to fo rm the 
third biggest such bank in 
Germany. 

Preussag, the steelmaker, 
added DM2680 to DM50785 
on news of marginally 
higher sales far the first nine 
mo nths. 

ATHENS surged 7.9 per 
cent in a euphoric response 
to news that the city was to 
host the Olympic games in 
2004. 

Dealers said that equities 
were held back only by the 8 
per cent daily volatility 
limit, suggesting another 
busy session today. The gen- 
eral index shot up 122.69 to 
1863.69. 

Potential beneficiaries of 
the games aQ gained 8 per 
cent These included OTB, 
the telecom company, Intra- 
corn and Titan Cement. 
Banks were similarly in 
demand with Alpha Credit 
and National Bank both 
limit up. 

Analysts said that given 
the limited scope far cuts in 
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domestic interest rates and 
stubborn inflation, the 
award of the 2004 games had 
given equities a tremendous 
boost Same traders forecast 
a rise of as much as 18 per 
cent In the index as a result 

Of the ( prrmq 

PARIS recovered from a 
dull start to close higher but 
volume was minimal with a 
bare 68m shares changing 
hands. The GAC 40 ended up 
1688 at 284088. 

Gfinfirale des Eaux surged 
strongly after Jean-Marie 
Messier, the chairman, reaf- 
firmed his forecast of strong 
earning s g»fris thin year. The 
shares touched a session 
high of FFr742 before closing 
up FFr9.00 at FFr723. 

Ranks were a strong mar- 
ket ahead of this week's raft 
of six-month results from the 
sector. Paribas jumped 
FFri.3.60 to FFr446, Bancaire 
FFr2780 to FFr787 and BNP 
FFr6.70 to FFr292. 

Renault, which puts out 
an interim statement on 
Thursday, came off FFrL40 
at FFr170.4. 

Promodte, which is bid- 
ding tor rival retailer Casino, 
added FFr8 80 at FFr2,164. 

AMSTERDAM ran into a 
broad belt of profit-taking. 
The AEX index took no com- 
fort from the early gains on 
Wall Street and ended off 

1181 at 90680. 

News that Robeco, the big 
Dutch funds group, planned 


to increase its cash weight- 
ings did nothing for investor 
sentiment “The results sea- 
son is practically ova: and 
there is not much to look 
forward to,” said one broker. 

Heineken came off FI 480 
to FI 319.0 ahead of Friday’s 
interim figures which are 
widely expected to show 
slow profits growth at best 
Retailer Vendex, which 
announces interims' today, 
dipped 90 cents to FI 10740. 

ZURICH foil prey to wor- 
ries about the outlook for 
interest rates at home and in 
Germany, and the SMI index 
finished a quiet session 278 
lower at 5,5058. 

CS Group and Winterthur 
suffered from profit-taking 
after shareholders approved 
the merger on Friday. CS 


Group lost SFrl.75 to 
SFrl8285 and Winterthur 
was off SFT16 at SFH819. 

MILAN featured a 28 per 
cent early surge in Olivetti, 
the ailing information tech- 
nology company, as the 
shares were requoted after 
Friday's suspension which 
accompanied news of a stra- 
tegic partnership with Man- 
nesmann to invest in tele- 
communications. 

The shares subsequently 
pulled back but still closed 
L1468 or X88 per cent higher 
on the day at L9178- 

Cir, Carlo De Benedetti's 
industrial holding company, 
lost L30 to L1851 while Cof- 
ide,. a holding company 
through which Mr De Bene- 
detti controls his stake in 
Olivetti, rose L448 to L7098. 

The Mibtel index advanced 
42 paints to 14,743. 

Ansaldo Transport! was 
suspended for excessive 
gains «after r eport s that the 
company was in talks about 
a strategic partnership with 
Daewoo. It was subsequently 
quoted 1491 higher at L2.172. 

ISTANBUL jumped 38 per 
cent, continuing the rally 
which began with last 
week's b etter-than- expecte d 
August inflation figures. 

The EMKB National-100 
index dosed at a record high 
of 2,198. up 74. 


Writte n and edftad by Michael 
Morgai and Jeffrey Brown 


Many emerging market 
enthusiasts must be fee lin g 
like prison escapees who 
have been recaptured 
within inches of freedom. 

Just when investors 
seemed finally to be forget- 
ting the Mexican peso crisis 
of December 1094 and mov- 
ing back into the sector, 
the dramatic toffs in Aslan 
markets' have caused fund 
managers to think again 
about this high-risk area. 

The result is that the XFC 
Inves tables index, which 
had been 188 per cent up at 
one paint this year, had 
lost nearly all its gains by 
the mid of last week, with 
the Aslan region down 27 
per cent. 

There is a certain irony 
that Asia is now suffering 
many of the problems 
which plagued Latin Amer- 
ica in the past “Back in 
1994, Aslan commentators 
pointed to America 

and said ‘this will Dever 
here',” recalls Ste- 
ven Schoenfeld, principal of 
the pmprg r jng markets strat- 
egies group at Barclays 
Global Investors In San 
Francisco. 

The initial actions taken 
by some regional govern- 
ments to restrict the activi- 
ties of foreign investors is 
reminding some that the 
free market philosophy has 
some way to go before it 
gains general acceptance in 
Asia. . . 

“Dual pricing and foreign 
premiums shouldn't exist 
any more,” says Mr Schoen- 
fald. “Hopefully, this crisis 
will be a bit of a catalyst 
You can't keep buyers out 
in good times and expect 
them to come in during bad 
times.” 

Investors seem to be hop- 
ing that Asian countries 
will “bite the bullet” rather 
as Latin America did in the 
wake of the peso crisis. 

“In Latin America, they 
were farced to deal with 
the problem quickly," said 
Arnab Banerji, chief invest- 
ment officer erf Foreign & 
Colonial. 

“Companies went bank- 
rupt and they had a big 
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recession. But In Korea and , 
Japan they were less will, 
lng to let companies go 
bust, and the crisis has 
taken much longer to sort 
out.” 

The apparent U-turn or 
Malaysia, which reversed 
its ban on shortseOizig last 
week and the lifting of for- 
eign ownership restrictions 
in Indonesia, was thus an 
extremely hopeful sign for 

emerging market lnvestois. 

Even so, it may take the 
worst-hit Asian bourses 
some time to recover. 
“ Asian markets will need 
to have a base-building 
period.” says Mr Schoen- 
feld. “There is not going to 
he an immediate snap- 
back.” A Merrill Lynch sur- 
vey of fund managers last 
week found that the nega- 
tive attitude towards Asia 
was greater than that 
recorded during the Mexi- 
can peso crisis. 

What about the effect on 
Latin America? Mr Banerji 
thinks the region is better 
placed than it was three 
years ago. “The difference 
between now and 1994 Is 
that we had just been 
through the annus. mirabi- 

lis of i9M anti valuations 

were looking stretched. 
Now PEG ratios (the rela- 
tionship of the price-earn- 
ings ratio to earnings 
growth rates) are only 05 
in Latin America.” 




state 


Philip Coggan, 
Markets Editor 
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Caracas powers ahead Games blow hits S Africa 


CARACAS continued to bead 
the performance charts 
among Latin American cen- 
tres. At midsession, the mar- 
ket showed every sign of 
wanting to notch up another 
peak as news of national 
debt restructuring continued 
to underpin sentiment. 

A number of heavyweight 
fund managers have recently 
topped up their weightings 
for the region. The IBC index 
was 260.06 or 28 per cent 
higher at 10827.69. 


MEXICO CITY moved 
lower at the opening bell, 
but quickly recovered on the 
back of Wall Street’s early 
gains. Televisa dipped 16 
centavos to 18.72 pesos but 
most leaders moved ahead. 
At midsession, the 1PC index 
hail managed to nudge 2982 
higher at 485785. 

SAO PAULO was Up 71.00 
at 11,909 on the Bovespa 
index at midsession. Tele- 
bras was off 0.4 per cent at 
RS245. 


Shares in Johannesburg 
ended an a dull note with 
the market experiencing 
across-the-board declines in 
low trading volume. 

Dealers said that senti- 
ment was dented at the out- 
set by Cape Town's failure 
to win the bidding for the 
Olympic games in 2004. 

“There were at tem p ts at a 
rally but we never really 
recovered from the opening 
weakness,” said one broker. 

The all-share iwdwr «nni» 


off 78 to 7893-2 and indus- 
trials shed 288 to 9,046.6. 

Golds had a relatively 
steady session with the 
golds index easing 28 to 
9938. 

Monex, a Cape Town- 
based property developer 
which has had a good run 
•recently, foil steeply on the 
Olympics news. It aided off 
60 cents at R1080. 

Construction group Mur- 
ray & Roberts lost 45 cents 
to R1280. 


Kuala Lumpur rebounds 7.1% 


ASIA PACIFIC 


KUALA LUMPUR added 7.1 
per cent to the sharp 
rebound which began at the 
end of last week after the 
government withdrew trad- 
ing curbs and delayed large 
in tr astructure projects. The 
composite index closed 58.12 
higher at 879.71. 

Construction, property and 
finance stocks lead the rise, 
after being sold down 
heavily in recent weeks. 

BANGKOK continued to 
recover. Volu me s tayed mod- 
est, but the SET index rose 

31.91 to 57230 for a two-day 

advance of more than 9 per 
cent Turnover was Bt4.4bn. 

Brokers said foreign inves- 
tors were the most active 
buyers with bank, finance 
and communication shares 
clearly in demand. Bangkok 
Rank gained Btl2 to Btl38 
and Thai Farmers rose Bt 9 
to BtlQl. 

TOKYO fell in thin tr ading 
as investors showed reluc- 
tance to build new positions 
ahead of Friday’s special 
quotations for the settlement 
of September Nikkei futures 
and options, writes Gwen 
Robinson . 

The Nikkei 225 average 
shed 16.31 to close at the 


day’s low of 18,63356 after 
reaching an intra-day high 
of 18,755.08. The market 
mood was hesitant from the 
outset on growing uncer- 
tainty about the direction of 
regional currencies and mar . 

kets. as well as the domestic 
economy. Many participants 
were awaiting economic 
indicators including today’s 
announcement of July 
machinery orders. 

Domestic Institutional 
investors placed large-lot 
basket purchases throughout 
the day, but toiled to offset 
continued selling by corpo- 
rate and foreign investors. 

Volume rose to an esti- 
mated 305m shares from Fri- 
day's 286m. Declines led 
advances 625 to 421 with 204 
unchanged. The Tapis index 
of all first-section stocks fell 
4.05 to 1,440.60 and the capi- 
tal-weighted Nikkei 300 was 
down 056 at 28L09. 

In Loudon, the ISE-NIkkei 
50 index rose 282 to 1,60682. 

High technology and elec- 
trical issues were mixed, 
although some leading 
exporters benefited from the 
dollar's rise against the yen. 
Sony rose Y100 to Y11500, 
Kyocera Y10Q to Y8*17D and 
Tokyo Electron Y40 to 
Y6.850. But Fanuc tumbled 


Y150 to Y4850. Nikon Y120 
to Y1390 and Hitachi Y30 to 
YL060. 

Car makers were also 
mixed, with Toyota toning 
Y10 to Y3.320 and Honda 
unchanged at Y3310. 

Hokkaido Takushoku 
Bank, one of Japan's top 20 
banks, faced selling on 
reports that its planned 
merger with Hokkaido Bank 
might be postponed indefi- 
nitely. The bank’s share 
price fell YU to Y109, a new 
low for the year. Hokkaido 
Bank, meanwhile, fell Y3 to 
Y137. 

Securities houses fell on 

news that Daiwa Securities 
and Nikko Securities are 
being investigated for 
involvement in the same 
racketeer-payoff scandal 
ensnaring Nomura Securi- 
ties and Yamaichi Securities. 
Daiwa Securities fell Y25 to 
Y710 and Nikko Securities 
YlOto Y551. 

In Osaka, the OSE average 
edged down 7.09 to 19556.43 
and volume rose to 232m 


HONG KONG moved 
ahead in subdued activity as 
investors picked up blue 
chips after a steadier Wall 
Street on Friday and on 
index futures-linked activity. 


The Rang - Seng Mw fin- 
ished 24284 or L7 per cent 
up at 1480&49 after retre at - 
ing from the morning high 
of 14,909-97. Turnover dipped 
to HK$153bn. 

Sharp improvements were 
also semi In recently out of 
favour China-linked compa- 
nies. Investors were said to 
be buying ahead of China’s 
15th Party Congress, which 
begins on Friday, and which 
Is expected to include mea- 
sures on restructuring state- 
owned companies. 

The red chip index surged 
68 per cent and the H-share 

index finished up 58 per 

cent Red chips with large 
capitalisation were also 
boosted by the introduction 
of red chip index futures, 
scheduled for Friday. 

TAIPEI tolled to build on 
Friday’s rally. There was 
heavy selling of electronics 
stocks and at the close the 
weighted Index was off i 
233.44 or 2.5 per cent at 
9,149.29. Turnover was a 1 
modest T$l22bn. 

The electronics index fell 
55 per cent Macronhc, the 
day’s most active issue, lost 
TSS to TS68. Advanced Semi- 
conductor fell by the daily 7 
per cent limit to T$139.5. 
Mosel came off T$4 at T$58. 
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Conservative but enterprising, the beautiful 
and prosperous Old Dominion is being 
transformed by an influx of high technology 
companies and jobs. Nancy Dunne reports 

Transition for a 
state of tradition 


Virginians have always had 
reasons for pride. The first 
colonists struggled and sur- 
vived here. The "common- 
wealth” was the birthplace 
of Washington, Jefferson, 
and the Internet Richmond, 
the seat of government, was 
the capital of the confederate 
states during the civil war, 
and Virginia ha* long been a 
state of great learning insti- 
tutions and sound fiscal 
management 

A region of uncommon 
beauty. Virginia conjures up 
images of plantations and 
manicured lawns, graceful 
mountains and green rolling 
hills, seashores and ports. 
These remain the backdrop 
to changes that are sweeping 
the commonwealth. Blueb* 
looded old families, textile 
workers and tobacco farmers 
now co-exist with technology 
zealots, corporate leaders, 
young entrepreneurs and 
ambitious immigrants. 

Cross the Potomac from 
Washington D.C. and enter 
northern Virginia and you 
are transported to a region 
of landscaped perfection - 
high-rise office complexes 
and luxurious towering 
apartments, giant malls and 
warehouse outlets, where 
the traditions of the old 
South are more foreign than 
having immigrant neigh- 
bours. 


Fairfax county, bordering 
Washington, is the richest in 
the US with an 1995 average 
household Income of almost 
$85,000. The Old Dominion 
has now been dubbed the 
“Silicon Dominion" because 
more technology companies 
have gathered there than in 
any region outside Silicon 
Valley. 

"Twenty years ago Fairfax 
county had no real econ- 
omy," says Gerald Gordan, 
president of the economic 
development authority. "We 
were a bedroom community. 
The only industry we had 
was related to the federal 
govermnent" 

Now technology compa- 
nies come for a number of 
reasons: close proximity to 
their colleagues and compet- 
itors, a highly trained work- 
force, one of the top two 
school systems in the coun- 
try and low crime rates. 

High technology is by no 
means confined, however, to 
northern Virginia, An 
aggressive state economic 
development team has 
attracted three semiconduc- 
tor projects down state. 
Hampton Roads, in the 
state's south-east comer, has 
a highly trained labour force 
including nearly 39,000 scien- 
tists, engineers and techni- 
cians, and a strong telecom- 
munications infrastructure. 


Richmond is a leading centre 
for manufacturing, finance 
and medical science. 

Wayne Nesbft, president of 
White Oak Semiconductor, a 
new joint venture between 
Siemens and Motorola near 
Richmond. Is stunned by the 
speed at which the S1.5bn 
facility is being constructed. 

“A year ago this site was 
nothing but a forest with 
one little dirt road." he says. 
"There was no electricity, 
water, or sewerage. Every- 
thing we've had done to date 
has surpassed our wildest 
expectations, and we have 
beaten every milestone set 
by our parent companies. " 

Speed is vital In his high- 
risk Industry, which has 
increasingly smaller time 
"windows" before its prod- 
ucts are overtaken by new 
ones. "We and others have 
come with a new expectation 
of what it takes to compete. 
Suppliers and other busi- 
nesses are coming behind us, 
reinforcing the message that 
changes are afoot," says Mr 
Nesbtt 

What has not changed 
says Jody Bolstad of White 
Oak is that In Virginia busi- 
ness a hahflshflita still means 
a done deal “There's honour 
in the spoken word. There's 
a very gentlemanly way of 
doing business, a higher 
level of civility." 



The old and the new are 
evidently able to thrive 
together. The state has long 
been known for its fine 
horse breeding farms, but 
public gambling has been 
banned since an 1820 reli- 
gious revival. Proving that 
socially conservative Virgin- 
ians can move with the 
times, however, a referen- 
dum authorised the estab- 
lishment of racetrack bet- 
ting, which was launched on 
September 1. 

Virginia has, of course, 
always been a state of great 
wealth and natural 
resources. After the civil 
war, the rich old families 
lost their slaves but retained 
timber cutting rights and 
launched businesses, using 
the land as collateral. 

Even during the great 
depression earlier this cen- 
tury, it suffered less than its 
sister states. Per capita 
wealth was higher than in 
any of the southern states. 
As now, the economy was 
well balanced between agri- 
culture, manufacturing and 


trade. State officials turned 
down calls for state relief for 
the poor, saying it would dis- 
courage private charities. 
Instead they cut expendi- 
tures, starting with their 
own salaries. 

Conservatism reigns now 
as it did then. Jobs are plen- 
tiful. and everyone is expec- 
ted to work. Richmond 
recently passed an ordinance 
to discourage churches out- 
side the downtown from 
feeding the homeless. 
Churches can feed no more 
than 30 homeless people and 
not more than seven times a 
year without a S 1,000 permit 

“There is a tradition of fis- 
cal prudence that has served 
this state well," says James 
Lark, a systems engineering 
professor at the University 
of Virginia. “It tends to put a 
brake on more enthusiastic 
tendencies for the state to do 
good." 

Yet. he acknowledges 
there are some changes In 
political attitudes and ideas 
brought on by an influx of 
“new people". In Charlottes^ 


ville. the home of the Uni- 
versity of Virginia, the city 
has been providing rides for 
the elderly and disabled and 
built a senior citizen’s recre- 
ation centre. 

During the depression, 
Franklin D. Roosevelt’s New 
Deal brought relief to Virgin- 
ians in a way that the state 
did not, by putting thou- 
sands to work. Recovery* 
began in 1935 and over the 
next five years more than 
500 manufacturing plants 
began operating in the state. 
They were lured by the 
favourable tax climate, the 
plentiful supply of labour, a 
mild climate, low operating 
costs and a government 
which traditionally took pay- 
as-you-go as an article of 
faith. 

These same assets were 
again a source of strength 
when the 199] recession 
struck Virginia's unusually 
stable urban corridor from 
northern Fairfax county 
through Richmond and on to 
Norfolk. Defence downsizing 
was at the time devastating 


the shipbuilding industry' 
and threatening the naval 
base. 

Now Virginia is growing 
fast with the rest of the 
nation. Economic develop- 
ment, spearheaded by Gover- 
nor George Allen, brought in 
S11.4bn in investment from 
1994-1996, creating almost 

135.000 new jobs. The unem- 
ployment rate has dropped 
from 4.4 per cent a year ago 
to -L2 per cent in a work 
force of 3.5m. 

The economy remains 
extraordinarily diverse. Man- 
ufacturing employs 400.000 
workers in sectors ranging 
from clothing to electronics 
to lumber and transportation 
equipment. More than 

900.000 Virginians work in 
the services sector, 750,000 in 
trade and more than 600,000 
in government. 

Tremendous efforts are 
under way in the local col- 
leges to prepare the work- 
force for the information 
age. Virginia Commonwealth 
University will open a new 
school of engineering next 
spring, complete with a 
“dean room," for microelec- 
tronics research. 

Virginia Polytechnic Insti- 
tute, with one of the nation's 
top engineering schools, was 
the first university in the US 
to require each engineering 
student to have a computer 


14 years^po. Now it has 
extended inat requirement 
to all freshman - to be paid 
for by college loans if neces- 
sary. Dormitories will be 
wired for high speed commu- 
nications and students will 
be given assignments requir- 
ing access to the limitless 
information on the internet. 

The state takes great pride 
in its pro-business tax cli- 
mate. The corporation tax 
rate, 6 per cent of federal 
taxable Income, is one of the 
lowest in the nation. The 
sales tax is a moderate 3£ 
per cent. Personal income 
taxes total no more than 5.75 
per cent 

Yet, a statewide group of 
business leaders has become 
alarmed by the state's anti- 
tax sentiment hi the guber- 
natorial contest, now under 
way, the candidates have 
begun to duel over tax cut 
plans. 

Concerned that the state 
cannot remain competitive 
unless it puts more money 
into highways and educa- 
tion, the group Is urging the 
candidates to avoid tax-cut- 
ting pledges at the very 
least, and perhaps even to 
consider new taxes. 

With business leaders 
encouraging such change. It 
seems that even proud Vir- 
ginians can have too much 
of a good thing. 



Discover Virginia. >bu won’t be the first British companie to do so. 


King James I obviously had a good head for business. It was by his ordinance that the 
Virginia Companie set up shop on the shores of Virginia’s James River in 1607 Nearly 400 
years later; British companies are still finding commercial success here. The/re attracted 
by the quality and depth of our workforce, in a state where labor and management enjoy 

C ntact Andrew f. Flores, CE P. Director, Internationa! Trade & Investment Development Virginia Economic Development Partnership, RO. Box 798, Richmond, Virginia, 23218. 804-371-0632, Fax 804-371-8860, www.YesVirginia.org. 


a harmonious working relationship. And they appreciate the access to major American 
markets offered by such gateways as Washington Dulles International Airport and The Port 
of Virginia, fferhaps rtfs time you discovered the 
advantages of doing business in the New World. 


VRGNA-USA 
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THE ECONOMY * by Nancy Dunne and Leslie Crawford 


Luring the multinationals 


Tax incentives 
and serene 
surroundings 
have encouraged 
many relocations 


The stately red-brick 
colonial -style headquarters 
of The Plttston Company, a 
$3bn conglomerate based in 
Richmo nd, Vir ginia , is an 
oasis of serenity with a golf 
course to one side and more 
acres of green countryside 
on the other. 

“It's very strange," says 
Frank Lennon, vice presi- 
dent of Plttston, as he 
reclined in his chair. The 20 
people who came down here 
with me were hard-driving 
New York types, but there’s 
a certain calmness here, 
even when it gets crazy. And 
they are every bit as produc- 
tive as they were in Connec- 
ticut” 

Dozens of companies have 
expanded or moved near the 
state’s capital, seduced by 
Virginia’s pro-business cli- 
mate, and the beauty of the 
nearby mountains and 
rolling hills. They find that 
remnants of the sleepy 
South survive when they 
await service in restaurants, 
but when it comes to doing 
business, the state and 

county officials promote as 
aggressively as any in the 

‘The state has been won- 
derful to work with," says 
Mr Lennon. "We bought the 
property in May, started 
renovating in mid-May and 
moved in the first week of 
September. Inspectors were 
as demanding as you could 
expect, but we found no red 
tape.” 

Pittston’s transfer was typ- 
ical of many companies mov- 
ing from crowded metropoli- 
tan areas elsewhere - and 
officials like to attract corpo- 
rate headquarters, which are 
less likely to lay off workers 
during recessions. 

For Plttston, high living 
costs and clogged highways 
at its previous base in Stam- 
ford, Connecticut, created 
difficulties in attracting new 
talent The company consid- 
ered 15 cities for the move 
before appointing its general 
counsel to check out the 


schools in Richmond. These 
were pronounced “excel- 
lent". as were the cultural 
offerings such as opera, thea- 
tres and museums. 

Eighty per cent of those 
who graduate from high 
school in Virginia go an to 
higher education, and more 
than one in four adults holds 
a college degree. The Univer- 
sity of Virginia was recently 
named number one in the 
Bst of the top 25 public uni- 
versities in the annual rank- 
ing by US News A World 
Report, and it and the other 
81 institutions of higher edu- 
cation . in the state work 
closely with industry to pre- 
pare workers for the jobs 
awaiting them. 

Now nearing the end of his 
four-year term, George 
Allen, governor of Virginia, 
prides hims elf on a trade 

ami investment drive which 

has brought a record $H^bn 


Remnants of 
the sleepy 
South survive, 
but officials 
promote 
aggressively 


in investment since 1994 and 
a net increase of 211,000 jobs. 

The intense promotion of 
the state as a new hub of 
high tech activity has 
allowed Virginia to offset, at 
least partially, the negative 
impact of US cutbacks in 
military spending, which 
had been nn» of the main- 
stays of the state. 

Defense spending per cap- 
ita is still higher in Virginia 
than anywhere else in the 
US. The Navy keeps one of 
its largest installations at 
the deep water port of Hamp- 
ton Roads, dose to several 
army and air force bases, but 
the reduction in militar y 
procurement has caused 
mnffh VianfaVitp in Virginia’s 
defence industry. Newport 
News Shipbuilders and Dry 
Docks, builder of aircraft 
carriers and the largest 
employer in Virginia, has 
scaled down its workforce 
from more than 25,000 to 
16,000 due to the reduction 


in navy contracts, according 
to Governor Allen. 

The powerful Virginian 
delegation in Congress has 
helped. Florida lost a naval 
base, and 5,000 sailors and 
their families were trans- 
ferred to Norfolk. The influx 
of new businesses, however, 
has been just as important 
in enabling Virginia to wean 
itself from its dependence on 
the defence industry. 

Mr Allen likes to list the 
names of multinationals 
which have located in the 
state over the past four 
years: America On Line and 
Oracle, the Internet servers, 
microchip makers Siemens 
and Motorola, computer 
giants IBM, Toshiba and 
Gateway 2000, and telecom- 
munications providers such 
as Alcatel of France and 
Ericsson of Sweden. 

“We have aggressively 
gone out to recruit new busi- 
nesses and done everything 
we can to make the Com- 
monwealth of Virginia a 
more attractive place for 
businesses to expand,” Mr 
ADen says. 

Mr Allen’s administration 
h?ra doubled the number of 
enterprise zones, from 25 to 
50, where companies enjoy 
fewer regulations and lower 
taxes. Mr Allen says Virgin- 
ia's “right-to-work” law, 
which gives employees the 
right to refuse to join a trade 
union , has been important In 
attracting new businesses. 

“We have found that about 
80 per cent of all businesses 
looking to relocate will elim- 
inate a state if it doesn’t 
have a right-to-work law." 
the governor says, adding 
that other costs of doing 
business, such as injury 
compensation rates, are 
among the lowest in the US. 

In 1995, Motorola 
awnniiTW-fid plane to build & 
S3bn semi-conductor manu- 
facturing facility in Virginia, 
which will create 5,000 jobs- 
Motorola was followed by 
Gateway 2000. IBM and 
Toshiba have brought a 
microchip joint-venture to 
Manassas, in northern Vir- 
ginia. while Siemens and 
Motorola have joined forces 
for another microchip facil- 
ity in the Richmond area. 

However, Russell Deemer, 
an economist with Crestar 


bank, warned that al thou gh 
high technology will be 
important to the long-term 
future for Vhgmia. state affl- 
dajs tend to over-emphasise 
the part it now plays in the 
economy. - 

Industries like lumber, 
clothing, transportation 
equipment, food processing, 
chemicals, printing and fur-, 
ntture: are scattered widely 
about the state. Coal is of 
declining Importance, but 
the level of reserves still 
enable the state to offer 
cheap power. 

“We’ve never been in the 


incentive game.” rays Greg- 
coy Wingfield, bead of the 
Richmond economic devefap- 
■ ment group. “Bat we become 
partners with our compa- 
nies." 1 ■ ’ 

In factj there are .many 
incentives, but tax credits - 
are not given until jobs are 
actually created, after the 
fiscally prudent state knows 
it win have additional reve- 
nues horn the sew! workers. 
The corporate income-tax 
rate is only6 per eeast- and 
numerous financing' schaAes 
for trade and espanshai'&u 
av ailable . . r 
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Fafrfnx county: ain area of tremendous economic growth 
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POLITICS* by Leslie Crawford 


The suburbs versus the South 


A new governor 
will inherit the 
strained 

infrastructure of a 
burgeoning state 


Virginia revels in tradition, 
but - It now takes even 
greater delight in its new 
role as a trend-setter in 
national politics. 

One of the states which 
fought hardest against, racial 
integration, under the noto- 
rious governor and then sen- 
ator Harry Byrd, Virginia 
was also the first state to 
elect a black governor, Doug 
Wilder, in 1989. 

It is a state where passions 
still ignite over the right to 
fly the Confederate flag, and 
where, three years ago, the 
residents of Prince William 
county threw out the Walt 
Disney group’s plans to 
build a historic ff| gnr|a park 
because of its pr oxi mity to a 
cMl war battlefield. 

While rejecting Walt Dis- 
ney. and the 19,000 jobs it 
promised to create in the 
county, Virginians have wel- 
comed the growth of high- 
technology industrial pari™ 
and the Japanese and Euro- 
pean companies which have 
arrived in their midst. They 
are even proud that the 
Commonwealth of Vir ginia, 
once called the Old Domin- 
ion. is now better known as 
the “Silicon Domimon”. 


With the highest 


concentration of graduate 


degrees and a population of 


more than a million 


college graduates. 



WsTingfonis, 


undoubted^ the 


smartest place to call home. 


And we're not die only ones 


who think so. 


Places Rated Almanac 


recently honored Greater 


Washington as die number 



They Say 1 That Children AreProdocte Of Their Environments. 
MeetThe Average Wadrington ArcaToddkr. 


one place in the country to start Washington the world's leader ■ transportation infrastructures. 


a career and the fourth most in biotechnology, aerospace. 


with three international 


desirable place to live and work. communications and 


Fortune Magazine also ranked information management. 


our region as the eighth best 


The presence of the 



airports and an award- 


winning Metro system that 


is the envy of many 


place in the nation to live 
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federal government is kkwscftwm larger cities. So call 


and work 


a tremendous source of 


1* 800*555* 6783/or more 


And why not ? Our 


economic stability and vitality. information. The decision to 


collective brain power 


And out region also boasts one cf bring your business to die 


has attracted the country's 


the nations most sophisticated 


Greater Washington Areals 


top knowledge-based 


industries, making Greater 


WRRATT? R short of brifliariL 

WASHINGTON Even a kid could ted you thaL 
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Northern Virginia ■ Washington, DC ■ S 


Maryland 


Under Governor George 
Allen, an affabl e, conserva- 
tive, 4&year-old Republican 
elected to 1998. Virginia has 
pioneered welfare reforms, 
with legislation that requires 
recipients to work after 90 
days and which Wmttc bene- 
fits to two years. Mr Allen’s 
education programme, 
which focuses on test scores 
and new standards for basic 
skills, has been copied by 
other state” 

Mr ADen has succeeded In 
passing most of bis probusi- 
ness a genda through the 
Democratic-contralled state 
legislature, but some of his 
other initiatives have bean 
lees successful. 

. Richmond, the state capi- 
tal, continues to have on * of 
the highest murder rates to 
the US, as well as one of the 
poorest crime-solving 
records, despite the gover- 
nor’s more to ahdfish parole, 
introduce longer mandatory 
jail sentences, and build 
more prisons. 

■ “The governor bra focused 
on politically papular solu- 
tions rather than compre- 
hensive e f fo rt s to ri*al with 
the problem of crime,” says 
Henry Mar sh, a state senator 
and fa ru wy ma y or of Rich- 
mond. - “Longer sentences 
and no parole are not the 
whole answer. We must get 
rid of the causes that hired 
rrhng in deprived communi- 
ties.? . 



such as education and abor- 
tion, while southern Vir ginia 
remains a bastion of the 
tobacco and defence indus- 
tries, TV evangelist Fat 
Robertson, and the religious 
right 

The new schism is evident 
to the 1997 governorship 
race. The election, to be held 
in November, is being fought 
between the Democratic lieu- 
tenant-governor, Donald 
Beyer,' a car dealer from 
northern Virginia, and the 
Republican state attorney- 
general, James Gilmore, a 
conservative Richmond Iaw- 


Pro-busiooas: Governor Alton 


Since the ritemafrtHwg of 
the . Democratic “Byrd 
machine”, which dominated 
Virginian politics from 1925 
until - the late 1960s. voters 
have become more divided in 
their allegiances. Virginia 
votes Republican to presi- 
dential elections and most 
state-wide races, but. the 
Democrats have never lost 
control of the. local legisla- 
ture, and they hold the 
majority of. the 11 seats in 
the US House of Representa- 
tives. 

Politics has also become 
increasingly divided along 
regional rather -than, party 
lines. The affluent suburbs 
of northern Virginia, home 
to legions of Washington 
D.C. commuters, tend, to 
hold liberal views, on iraues 


yer. 

While Mr Beyer has 
sought to make education 
the centrepiece of his cam- 
paign, it is Mr Gflmare who 
has caught the public’s 
imagination by promising to 
phase out unpopular car 
ownership taxes, forcing Mr 
Beyer to propose tax cuts of 
his own. 

• The tax-cutting contest 
has disappointed the many 
members of both parties who 
want more. ■ 

“The candidates are not 
focusing on the real needs of 
the state,” says Joan Girone, 
a Republican and former 
councillor from Chesterfield 
county. Virginia’s rapid eco- 
nomic growth, she argues, 
has placed a huge strain an 
the state’s existing infra- 
structure. "The next gover- 
nor should be thinking 


- about bunding new roads to 
link enterprise zones with 
residential suburbs, and 
about public transport 
systems to take people to 
where the jobs are. Tar cuts 
will not get us there.'’ : 

According to a recent 
report issued by the state 
legislature. Virginia has 
underestimated the cost of 
planned Infrastructure pro- 
jects by more than gLSba a 
year. Tim funding gap,, the 

report warned, could delay 
the completion of new' roads, 
railway and port, terminals 
by many years, setting back 
other aspects of economic 
development 
Election funding has also 
become an issue in- this 
year’s governorship race. Mr 
Beyer, who has so far raised 
$4-9m, according to dectum 
monitors, has refused 
tobacco money, while Mr 
Gflmare, with $A4m. to fog 

bag, has openly accepted tbs 

endorsement of tobacco mul- 
tinationals, flying to New 
York, on one occasion, to a 
Philip Morris jet _’\ ' 
Many observers believed 
Mr Beyer's anti-smoking 
stance, to a state founded on 
tobacco wealth,, would hart 
his electoral chances. But a 
recent newspaper . .poll 
showed 57 per cent of Virgin- 
ians favoured s trongy curbs 
on the sale advertising 
of cigarettes. Proof that, 
even to Virginia, totons fall 
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erger mania takes control 


-seracessector 
has. proved very ■ 

^ Attractive to 
;^putsldebuyers 

■ ^Ttewave of the us htmhfrtg 
V.ftidustry's' consolidation 

* ‘.’’Sstititied Virginia in the past 

"■"year; profoundly altering; the 

‘•t^balance of power within the 
state 'S : financial . services 
iadnstry in the p rocess 

• ..iVUntil recently,. Virginia 

had retained a relatively 
. fragmented h anking sector, 
with several independent 
commercial hanyc continu- 
. ing to attract the most busi- 
ness. But the economics of 
expanding ' into the state, 
'■ with its comparatively East 
■growth rate by national 
* standards, have led several 
-competitors from neighbour- 
; ing' states to move Into the 
market. . . . . 

V. After three takeovers val- 
ued at $S00m or more in the 
space of two months, the 
.'state's three largest banks 
are First Union, Wachovia, 
and NationsBank, all of 
which are based in North 
Carolina. The pace of deal- 
making, and the high multi- 
ples which- the banks were 
-prepared to pay to buy 
access to Virginia, suggested 
- strong confidence in the 
: state's economy, but also led 
many Wall Street analysts to 
complain that prices were 
excessive, - and that the 
acquirers were being led too 
much by an attempt to build 
market share. 

The result is likely to be 
- fierce competition between 
■ three or four large regional 
banks, all of which are 
attempting- to introduce new 
and more efficient delivery 
systems. It also means that 
the surviving banks will be 
much leaner and more effi- 


cient: Extensive job cuts 
’ seem Inevitable - other 
mergers elsewhere in the US 
have required large numbers 
of closures of brandies to 
make them pay. 

This . summer's activity 
also reflects . the drastic 
changes tutting the US bank* 
ing industry as a whole, 
with a few so-called “super- 
regfonal’* banks attempting 
to build themselves into 
truly national . franchises, 
• and prepared to pay high fig- 
ures for the privilege. 

1 They are helped by a 
marked ‘‘domino" effect. 
Once one bank in an area 
has been acquired, it 
becomes harder for the 
remaining independent 
banks to make a friendly 
merger with a local estab- 
lishment. As there are fewer 
banks left, and thus fewer 
routes to buying a presence 
in the state, the price they 
can command from a com- 
petitor from outside the 
state is increasing. 

Both these factors were 
plainly at work in Virginia. 
Wachovia, of North Caro- 
lina, made the first big deal 
on June 10. when it bought 
Jefferson Banks hares, a 
bank with $2-l4hn in assets, 
for a relatively modest 
$&45.4rn. It was Wachovia's 
first acquisition in Virginia, 
but made a clear statement 
of its intent 

The valuation it put on the 
bank was not extreme when 
judged by the standard mea- 
sures for pricing a bank, 
with the price equivalent to 
20.12 times fourth-quarter 
earnings per share, and 2.61 
times its total book value. At 
the time, the bank said it 
might make another move 
quickly. 

Two weeks later, it 
announced the acquisition of 
Central Fidelity Banks, a 
much larger concern with 
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$l0.56bn in assets, far £L3bn. 
This meant that Wachovia 
had catapulted from 
nowhere in the state to 
become the largest bank in 
Virginia, When questioned 
on how the deal had been 
negotiated. Central Fidelity 
admitted that the discus- 
sions had taken place in a 
hurry, starting with the 

announcement that Jeffer- 
son Bankshares had been 
bought. This had reduced 
their strategic options. 

Although the deal was 
negotiated quickly. Wach- 
ovia did not pay signifi- 
cantly more than it did for 
Jefferson, paying 20.55 times 
earnings, and 2.81 times 


book value. However, it was 
plain that Central Fidelity 
had commanded a higher 
price than it otherwise 
would have done, because 
possible entries into Virginia 
had become more limited. 

At the end of July came a 
deal which shocked both 
Wall Street and Virginia. 
First Union, the sixth largest 
hanlc iu the nation, which 
had previously ranked 
fourth in Virginia with a 9.8 
per cent share of the deposit 
market, announced that it 
had bought Signet Banking, 
which had $ll-85bn In assets, 
for S3-32bn- This put a much 
higher valuation on the 
bank than its rivals, at 34.5 


times earnings, and 3.45 
times book value. 

This took Virginian bank- 
ing into new territory. First 
Union said Vir ginia was “an 
extremely attractive banking 
market”, citing per capita 
income which was 20 per 
cent above the national aver- 
age. It described the state as 
having “exactly the kind of 
demographics which have 
been key to our recent per- 
formance and are critical to 
the execution of our 
long-term strategy”. 

Wben asked bow be had 
arrived at the price to pay 
for Signet Banking. Ed 
Crutchfield. First Union's 
chief executive, says he ^just 


kept peeling off billion dollar 
bills” until Signet agreed to 
selL 

For the state as a whole, 
however, the most important 
effect of the wave of acquisi- 
tions will be the cuts ma de 
by the acquiring banks to 
make them pay. First Union 
expects to spend $135ra on 
restructuring Signet, and 
Chen expects to cut its 
annual running costs by 
5242m, or about 50 per cent - 
a figure which implies exten- 
sive branch closures and job 
lasses. Central Fidelity's 
costs will be reduced by 
almost 30 per cent, or 579m, 
once the takeover by Wach- 
ovia is completed. 
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POWER GENERATION • by Bruce Clark 


Ready for demand and competitors 


Virginia Power is 
revamped as it 
cautiously awaits 
the coming free 
market 

Nestling in the wooded 
countryside near Fredericks- 
burg. where the young 
George Washington grew up 
and learned to tell the truth, 
the Blrchwood plant must be 
the envy of other coal-fired 
electricity producers who 
are trying to slough off the 
industry's dirty, smokestack 
image. 

Unlike older coal-fired gen- 
erators where scrubbers 
have been retrofitted at huge 
expense, the newly built 
240MW facility was designed 
to meet the toughest con- 
trols cm sulphur and nitrous 
oxide emission that any 
administration is likely to 
introduce in the future. 


But that is not its only 
“green” feature. In a pecu- 
liar symbiosis, steam from 
the coal furnaces is used to 
beat one of the nation's larg- 
est commercial greenhouses, 
with 40 acres devoted to gar- 
deners' favourites like poin- 
settias, marigolds and chry- 
santhemums. “We call it 
flower power,” quips one 
company official. 

Equally cosy, for now at 
least, is the symbiosis 
between Birchwood, which 
is co-owned by the non-regu- 
lated subsidiary of Southern, 
the giant Atlanta -based 
energy concern, and its sole 
customer Virginia Power, 
the state's main utility. 

Virginia Power has taken 
a cautious attitude so far to 
calls for fast-track deregu- 
lation which are threatening 
to revolutionise the electric- 
ity sector, but it has also 
been a pioneer In contract- 
ing out power generation to 
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non-utility producers. 

While Birchwood is paid a 
fixed sum - enough to cover 
its costs - for keeping capac- 
ity available at a few hours' 
notice, it only comes on 
stream when Virginia Power 
is experiencing high demand 
throughout the entire state. 
In July, for example, Birch- 
wood reported a capacity' fac- 
tor of 57 per cent. 

For Southern, which is as 
firmly entrenched in its own 
home region of Georgia and 
Alabama as Virginia Power 
is in Richmond, this is a 
happy co-existence between 
the old world of closely regu- 
lated monopolies and the 
new world of independent 
power production and mar- 
keting. 

But with mounting politi- 
cal pressure for the break- 
down of regulatory barriers, 
thing s may not always be so 
cosy. 

As Peter Leighton, the 
Birchwood plant manager, 
has already worked out. his 
facility would be well placed 
geographically to use the 
grid serving Pennsylvania, 
New Jersey and Maryland if 
the day comes when it can 
and must compete for cus- 
tomers in a free market 

Virginia Power, mean- 
while, has taken an unusual 
step to lay the ground for 
deregulation in the appoint- 


ment of a Briton, with expe- 
rience of the UK’s pioneering 
efforts to free up the power 
sector, as president 

In a new variation on the 
familiar theme of US take- 
overs of freshly privatised 
UK utilities. Dominion 
Resources - which is Vir- 
ginia Power's parent - has 
brought the boss of its Brit- 
ish subsidiary’ East Midlands 
over to the US to apply his 
experience of how to operate 
in a East-changing competi- 
tive environment 

The appointment of Nor- 
man Askew, a 54-year-old 
veteran of aerospace and 
electricity, to head Virginia 
Power appears to have the 
enthusiastic support of 
Dominion's president 
Thomas Capps - implying 
that the bitter tussles of 
recent years between Vir- 
ginia Power and its parent 
should finally be laid to rest 

“Because the UK is much 
fiirtber down the road to 
deregulation, Norman brings 
the experience, reputation 
and intellectual capital 
needed to maintain Virginia 
Power's competitive advan- 
tage,” said Mr Capps when 
the appointment was 
announced. 

“The advent of a British 
manager could signal one of 
the biggest cultural changes 
that any US utility is exper- 


iencing," says James Piero- 
bon, an energy expert with 
the Washington-based con- 
sultants Potomac Communi: 
cations. 

Mr Askew’s predecessor, 
James Rhodes, was a nuclear 
specialist who worked to 
build up Virginia Power's 
reputation as a producer of 
relatively low-cost and safe 
atomic energy. He also 
helped to groom the utility 
for competition by trimming 
the work force to 9.200 from 
13,400 in 1389. 

But advocates of rapid 
deregulation argue that the 
utility’s insistence on 
“orderly and careful transi- 
tion” to free competition for 
electricity business in Vir- 
ginia is a form of political 
foot-dragging that continues 
to hurt the interests of 
power consumers. 

Clyde Wayne Crews, a fel- 
low of the Competitive 
Enterprise Institute, says 
Vir ginia power was merely 
engaged in political manoeu- 
vring when it secured the 
passage earlier this year of a 
state law allowing It to offer 
discounted rates to big 
users. 

He reckons the move was 
an effort to neutralise pres- 
sure from industrial custom- 
ers, the most articulate and 
powerful campaigners for 
lower prices, and stave off 


the day when Virginia 
Power has to compete for the 
custom of all users, large 
and small- 

But whatever its real 
views on competition, the 
utility is working hard to 
lock in customer loyalty - 
with a 5100m programme to 
improve service and make it 
easier for users to submit 
queries or complaints. It 
plans to Increase, from 10.000 
to 100,000 per hour, its abil- 
ity to process the number of 
calls from users facing 
blackouts or other difficul- 
ties. 

The company's pro- 
gramme to prepare for 
deregulation was designed 
on the assumption that free- 
dom of retail choice would 
not be introduced for five 
years. But a senior executive 
has insisted that Virginia 
Power could cope with an 
earlier date. 

“If deregulation happens 
sooner than 2002, so be It - 
the plan does not prevent 
that happening,” says Robert 
Rigsby, executive vice-presi- 
dent. 

If it does happen, though, 
Virginia Power's relation- 
ship with fellow producers 
like Southern and Duke 
Power of North Carolina 
could change rapidly from 
one of amiable co-existence 
to tough rivalry. 
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In Greater Richmond, Virginia 


M 


IIPITTSTON 



WhiteDak 

S e m i c o }i cl it c t o r 

...\ \r.\\ 1 K 1 \'.| ■' ! :K 

M motorola /Siemens AG 


Today, history is being made as this great part of the 
world becomes a leading location for both semiconductor 
chip technology and blue chip corporate commerce. 

First, with the world to choose from, MOTOROLA 
selected Greater Richmond to focate its $3 billion 
semiconductor production facility. Six months later, 
Motorola and Siemens AG jointly announced a 
commitment to invest an additional 5L5 billion here to 
produce the revolutionary 64-megabit DRAM chip at 
WmnfoAK Semiconductor. At the same time, the 
$3 billion blue chip corporation PmsroN Company 
chose this region as the location for its corporate head- 
quarters, joining eight other Fortune 500 companies. 

Pivotal factors attracting these (and other) business 
leaders were our highly skilled work force, leading 
educational institutions, renowned quality of life and 
our ranking as the second most cost-effective location 
for doing business out of the top 100 U.S. metro areas. 

Call for your free * Facts at a Glance * brochure or 
take a virtual tour on our web site, httpflwww.grpva.com, 
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AGRICULTURE • by Leslie Crawford 


Serving markets 
and public moods 


While tobacco 
growers feel 
nervous, other 
farmers diversify 
their products 

Virginia's tobacco growers, 
the mainstay of the Old 
Dominion's $25bn agricul- 
tural industry, feel they are 
under siege. 

The rise of anti-smoking 
lobbies in the US. multi- 
billion dollar lawsuits 
against tobacco companies, 
and tougher federal laws 
curbing the use and advertis- 
ing or tobacco products, are 
threatening the crop which 
has been synonymous with 
Virginia since Sir Walter 
Raleigh claimed it for the 
British crown in 1584. 

“Virginia growers are ner- 
vous r says Jim Jones, direc- 
tor of the Virginia Tech 
research station at Black- 
stone. "There is a lot of 
uncertainty regarding the 
future of tobacco, but no 
alternative that comes even 
close to tobacco In terms of 
profitability." 

Virginia's farms are small, 
the soil in the South,, where 
most tobacco is grown, is 
sandy and poor, and the 
state is prone to drought. 


While tobacco thrives under 
these conditions, other 
crops, introduced to provide 
farmers with alternative 
sources of income, have been 
less successful 

Ten years ago. fanners 
uprooted tobacco to plant 
the ultimate American 
health food - broccoli. The 
fad did not last long. Virgin- 
ia's farmers could not com- 
pete with cheaper produce 
from California, and they 
often lacked the marketing 
network to carry their vege- 
tables much further than the 
nearest town. 

Despite considerable diver- 
sification - the 480.000 acres 
under soyabeans is ten times 
greater than the acreage 

planted with tobacco - the 
ancestral leaf remains the 
number one cash crop, net- 
ting Si 94m last year. 

Mr Jones worries the anti- 
smoking lobby may attack 
■ the federal price support pro- 
gramme. which sets produc- 
tion quotas for tobacco farm- 
ers and guarantees 
TTriniwuim prices. “Growers' 
interests are being ignored 
by Congress," Mr Jones says. 
“If we lost the programme, 
many fanners would aban- 
don their fields.” 

Competition from lower- 
cost producers in other US 
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states has already led to a 
consolidation of the sector, 
with many tobacco farmers 
leasing their quotas and 
fields to larger producers. Mr 
Jones estimates that only 
10,000 farmers remain In the 
tobacco-growing business. 
Many have moved into live- 
stock and poultry rearing, or 
sought off-farm employment, 
which has left the state with 
an acute shortage of farm- 
hands during harvest time. 

In northern Virginia, 
home to the endless suburbs 
of Washington commuters, 
garden nurseries are proving 
to be a profitable and nour- 
ishing business. Demand for 
shrubs and flowers brought 
sales of $155m last year. 

But it is the production of 
broilers - young chickens - 
which has become the big- 
gest farm earner in the state, 
netting $466m last year. The 
state department of agricul- 
ture estimates there are 5m 
battery chickens cooped up 
in the Shenandoah valley. 

Hag farming is another 
fast-gTowing activity, 
although one which has 
encountered stiff resistance 
from Virginia's large subur- 
ban population. Many North 
Carolina hog farmers, 
hounded out of their state by 
increasingly stringent envi- 
ronmental regulations, have 
moved into the Old Domin- 
ion, where they are encoun- 
tering similar opposition. 

The Farm Bureau, a farm- 
ers' lobby group, has taken 
up their cause, and is press- 
ing for an amendment to 
Virginia's state cbarto- that 
would prohibit discrimina- 
tion against specific kinds of 
agricultural activities. 

"Farmers want the right to 
farm.” says Norman Hyde, a 
Farm Bureau spokesman. 
“At present, farmers must 
attend a public hearing 
before they are allowed to 
set up a hog farm. We recog- 
nise the right of local 
authorities to regulate agri- 
culture, but we are apposed 
to discrimination against 
hog fanners." 

A less controversial activ- 
ity, and a growing source of 
employment for many fisher- 
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men in the Chesapeake bay 
area, is aquaculture. 

More than 50 per cent of 
the- clams found In the 
famous New England and 
Maryland chowders now 
come from the sea farms of 
the eastern seaboard. 

Mr Robins Backs, who 
runs the agriculture depart- 
ment's aquaculture pro- 
gramme, estimates there are 
now about 600 sea and fresh 
water farms in Virginia. 
They supply clams, oysters, 
crabs and Asian delicacies 
such as Talapia, a fish which 
is transported in tanks and 
sold live in the Chinatowns 
of New York and Philadel- 
phia. 

Aqua-culture, however, 
carries much greater risks 
than farming on land. 

Mike Peirson, a marine 
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biologist at Cherrystone 
Aqua-Farm, the biggest hard 
clam farm in the US, says: 
“If everything works per- 
fectly, it stOl takes two-and- 
a-half years for a clam to 
grow to a marketable size, 
compared to 90 days for a 
field of soyabeans- That-is a 
very long wait before your 
investment begins to yield a 
return.” 

In the early stages of pro- 
duction, when the young 
clams axe less than one 
millime tre in size, hatcheries 
are prone to bacterial inva- 
sions and undetected toxins 
that might be pumped in 
with sea water. Later, when 
Hama have been farmed out 
to the shallow beds of tidal 
creeks, storms, freezing tem- 
peratures, the run-off of pes- 
ticides from neighbouring 


barms. JJt blue crabs - the 
most feared predator of clam 
farmers - can all conspire to 
decimate a harvest 
Mr Peirson says many 
clam ventures have failed In 
Virginia because of these 
natural hazards or because 
file business was undercapi- 
talised to begin with. But for 
those who succeed, the 
rewards are bountiful. 

Cherrystone hopes to sell 
70m dame next year, all at 
the Harm gate. Refrigerated 
trucks come from as far 
away as Texas and Calif- 
ornia to pick up Cherrys- 
tone’s year-round supplies* 
“Demand has been so 
strong that we have been 
forced to ration how much 
our customers buy,” Mr 
Peirson says. "We are sold 
out all the time.” 
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Promotion of the 
cradle of the US 
is the aim as 
foreign visitors 
flock to the state 

Governor George Allen still 
winces when he remembers 
how Virginia lost a lucrative 
Walt Disney group project to 
build a historic theme park 
in Prince WBKam county. 

The proposed theme park, 
which would have created 
19,000 jobs and attracted mil- 
lions of visitors each year, 
provoked a storm of protest 
from local residents because 
of its proximity to an Impor- 
tant Civil War battlefield. 
Cowed by the negative pub- 
licity, Disney abandoned the 
project in 1994. 

“We did everything possi- 
ble to persuade Disney to 
stay." Mr Allen says. “I even 
bad to go to Congress, of all 
places, to testify and defend 
Virginia's right and Disney's 
right to make its investment. 
The federal Congress bad 
absolutely no business stick- 
ing its unee in a-matter that 
I think would have been ben- 
■ efldal for Vtrghria.*' 

Mr Allen blames “disinfor- 
mation and hysteria” and 
the influence of “well-con- 
nected outsiders” for the 
first, and possibly greatest 
setback In his campaign to 
attract more investment to 
the state. 

Fortunately, Virginia's 
thriving tourist industry 
hardly appears to have 
noticed the loss. 

The history of the Old 
Dominion and its natural 
attractions already draw mil- 
lions of visitors each year. 
The English pilgrims, 
washed up on the shores of 
Virginia, built their first set- 
tlement in Jamestown in 
1607. Virginia was also the 
home state of many of the 
heroes who fought for Amer- 
ican independence, including 
George Washington and 
Thomas Jefferson. Much of 
the US Civil War was fought 
on Virginian soil. 

US tourists spent $10-5bn 
in Virginia last year, a new 
record which underscores 
the state's promotional 
efforts. The number of 
people engaged in tourism- 
related services has doubled 
over file past 10 years to 
almost 170,000, making tour- 
ism one of the largest 
sources of employment 

Foreign visitors (818,000 
last year) are also arriving in 
greater numbers, thanks to a 
joint marketing effort by 
Virginia. Washington D.C. 
and the state of Maryland. 

“Our solo marketing 
efforts began In the mid- 


1980s, but we soon realise 
Its impact was limited 
because tourists rarely cona 
to the US to visit only 0% 
state,” says Martha Steger of 
the Virginia Tourism Corpo- 
ration. 

Ms Steger says the joint 
promotion effort, called 
“Capital Region USA", has 
met with more success. 

However, it was an 
acclaimed television series 
on the Civil War, produced 
by the US Public Broadcast- 
ing Service and aired In 
Britain by the BBC in lSSi, 
which brought a new wave 
of UK visitors to Virginia. 

“We reached an agree ment 
with the BBC, whereby we 
would advertise the civil war 
series in UK newspapers, jg. 
return for access to a taQ- 
free number for the Virginia 
Tourism Corporation," Ms 
Steger says. "Within three ' 
months, we had received 

more than 30.000 inquiries, 
and about one-third of the 
callers actually followed up 
by visiting Virgizila.” 

The Virginia Tourism Cor- 
poration has also recognised 
the potential' far wring ‘the 
Internet to promote tourism. 

In collaboration with faculty 
and students of Virginia 
Technical University it 
nnftjn tf>ins a “Virginia is for 
Lovers” website. 

The website, accessible in 
English, French, German, 
Japanese and Spanish, pro- 
vides internet users with a 
“virtual excursion” around 
Virginia. Potential visitors 
can take a tour of the battle- 
fields of the civil war, visit 
the home of Thomas Jeffer- 
son, discover which activi- 
ties are on offer at Virginia 
Beach, and make hotel reser- 
vations. 

The website and the toll- 
free services offered by the 
Virginia Tourism Corpora- 
tion have led to Increased 
interest in the state through- 
out the English-speaking 
world. Although Canadians 
make up the largest foreign 
conting ent visiting Virginia, 

UK tourists are now the sec- 
ond-largest group, with more 
than 90,000 visitors last year. 

US citizens also continue 
to flock to Virginia, 
attracted by more than tire 
state's rich history. A recent 
study showed that Virginia’s 
historical sites, su ch a s the . 
colonial town of Williams- 
burg, and areas of outstamL- -- 
ing natural beauty, such-in 
the Luray Caverns, were ndt'^ 
tiie main reason Americans 
visit the state. For US d(fl^ ;^ : ; 
zens, Virginia’s top 
tian is shopping. '■..y'j Jy/, 

Leslie Crawfc 
and Stella Btuxfr;;! 


THE FILM INDUSTRY* by Nancy Dunne 
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Movie-makers move in 


A generous tax 
incentive system 
is encouraging a 
new industry to 
flourish 

Has Hollywood relocated to 
the east coast? It's unlikely. 
But springing up on a for- 
mer soyabean field in 
southern Virginia is a state- 
of-the-art movie studio to 
boost one of state's newest 
Industries: dm- making. 

New Millennium Studios, 
located near Petersburg, has 
completed phase one of three 
planned stages through to 
1999, with Its first sound 
stage, production and post 
production facilities, editing 
suites, music recording stu- 
dio and sets. A 20-acre site 
with a replica of the 19th 
century White House hasal- 
ready been used for the film. 
The Day Lincoln Was Shot, 

The studio Is the brain- 
child of Tim Reid, an estab- 
lished Hollywood actor and 
native Virginian, who envi- 
sions a multiracial, cultur- 
ally diverse facility which, 
equipped with new technol- 
ogy and delivery systems, 
will broadcast its movies by 
satellite to television net- 
works around the world. 

Mr Reid, who is black, was 
impressed when Virginia 
elected Douglas Wilder to be 
the first African-American 
governor in the US in 1989. 
“California gives the illusion 
to the world that it is very 
progressive, but our industry 
is, in fact, segregated by race 
and demographics. You have 
black films and white films. 
In practice It is a very segre- 
gated, closed society - more 
segregated than you’ll find 
in Virginia,” he said. 

Mr Reid's partners In the 
enterprise Include his wife, 
actress Daphne Maxwell 
Reid, the state of Virginia, 
and Mark Warner, a leading 
high technology entrepre- 
neur and unsuccessful candi- 




Chril war safe fuming a scone at a rapBca of the WMta House 


date for the US senate last 
year. 

The mantra, which eco- 
nomic development nfflninia 
use to attract other business 
to Virginia, applies to film- 
malting as well: low operat- 
ing costs, affordable and 
plentiful housing, conve- 
nient transportation, and a 
location near beaches, moun- 
tains and beautiful scenery. 

Furthermore, as Virginia 
is “the northern-most right- 
to- work" state, workers do 
not have to join a trade 
union - creating a huge 
potential saving in the 
heavily unionised movie 
industry. 

“We mm have union and 
non-union workers,” said Mr 
Reid. "I put out a price for 
the work, and anyone who is 
able can work here. If you 
want to join a union, it is 
your business.” 

The studio has hired Vir- 
ginia Digital Universe 
Organisation, the special 
effects group, from San 
Francisco to Petersburg. The 
company uses the latest 
computerised production 
capabilities and a complete 
digital animated system. It 
produces advertising and 
promotions, as well bs fllm«- 

Myra Peterson, Digital's 
president, demonstrated the 
flexibility of the . new tech- 
nology with a promotion of 


two dolphin leaping through 
a field of grain, produced by 
an artist and a computer. 
“The computer doesn't takg 
away from creativity,” she 
says. “I can imagine any- 
thing, and the computer 
allows me to do ft." 

Most of the studio’s 
employees will be Virgin- 
ians, many hired from the 
city of Petersburg. With 
funds from the state Eco- 
nomic Opportunity Fund, 
Petersburg bought the 60 
acre soyabean farm and 
deeded it to the Reids. 
Within nine months. Phase 
One was formulated, 
financed and built The stu- 
dio plans to train local work- 
ers and establish a film 
school with local colleges. 

Films have occasionally 
been shot in Vir ginia since 
the 1950s. In 1S80, the state 
opened a film office, which 
began active promotion of 
the many viable sites In the 
state. Revenue from film and 
video-related production last 
year surpassed $32m, a 14 
per cent increase over 1995, 
which, in turn, doubled the 
revenue of the year before. 
All or part of nlna feature- 
length films were made in 
the state along with 31 tele- 
vision programmes and mov- 
ies and 38 documentaries 
and videos. 

hi 1995. the state passed 


Nf» Mfcnrtoi ffloawy-.- ~- 

one of the broadest sales and £-:\ 
use tax exemptions In S»::ir 
country, hoping to attract;.;^ 
flhn companies. Included v 

the exemption are equip*- 
ment, supplies and acceesb*; . - 
ties involved to pramoticm^T-:; : 
Certain services and creative - re- 
works are also exempt. 
parries whose employees 
in hotels for 90 amsecuffve .V V 
days are eligible for a rebate^- 
on the 3.5 per cent jv 

lodging tax. • • 

“Companies are looking’, 
for more realistic locations,” - - 
said Rita McClanny. diredfor 7_\~ 

of thft film nfflno Colaofel .) 

towns such as WiDiamShiSg^"? 

Mount Vernon (the bame o£ ■ 
George Washington), Moutir -J: .; 
cello (the home of ThoniaS ; '.-- 
Jefferson) and other histori--;.- 
eal sites offer good backfVr 
drops for historical dramas-' 
The Capitol building to Richer 
mond is often used Instead ; - 

of the Capitol in Washingtrii.:. . 
D.C. because It Is similar. L V 

Many regions of the state - 
last year benefited from film 
production. Northern Vir- 
ginia was used for scenes in 
The People vs Larry FJyat, 
while Richmond was the set- 
ting for several scenes in the 
recently released OJ- Jane, 
starring Demi Moore, and 
The Day of the Jackal with 
Richard Gere. Sydney Pettier 
and Brace Willis. 
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Problems of overcapacity 
and weak demand will be in 
the spotlight at the Frankfurt 
motor show this week. 

Haig Simonian reports 






caught in 
twin vices 





f**WTKZf 

'I 


S&A 


1 S& 


Profitability among many 
leading carmakers will •■ 
become Increasingly 
polarised as they face the 
paradox of overcapacity and 
stagnant de mand in' most 
mature markets yet booming 
sales for some niche models. 

The distinction between 
automotive successes and 
"also-rans” has been •. 
spotlighted by. the 
introduction of new • 
concepts, suchas mid-sized 
multi-purpose vehicles in* 
recent months. Demand for 
Renault's Megane Scdriic. ■ 
which pioneered the genre, 
has.vastly exceeded 
expectations. By contrast, 
sales of more mundane 
famil y hatchbacks, inclrirfing 
more conventional members 
of the BXegane range, have 
languished, ’ 

Other trendsetters could 
prove similarly successful. 
Mercedes-Benz's diminutiv e / 
A Class, being launched 
at the Frankfurt motor . 
show, looks like another 
winner. Although its 
technology and design are 
unlike anything else on the 
road, 4he company says it 
has thousands of orders, 


even though few motorists 
have driven the car. 

- Demand has been even 
stronger for some of the 
latest sports cars. Soles of 
such products have always 
been mercurial, with 
demand concentrating on a 
few. fashionable models, 
where low volumes lead to 
long queues. 

However, the trend has 
broadened put this year. 
Demand for some models 
' has.vastly exceeded supply, 
leading to some buyers 
offering substantial 
premiums for secondhand 
vehicles. 

Waiting lists for popular 
cars, such as 
Mercedes-Benz’s SLC and 
: CLK convertible and coupe, 
are running at well over one, 
year. A customer for a 
Porsche Boxster will have to . 
be as patient, while buyers 
of BMW’s US-built Z3 
convertible are also 
suffering considerable, if less 
acute, hold-ups. 

Even some more mundane 
cars have caught the 
public imagination this 
year. In spite of being 1 
produced to much higher 













volumes, delivery delays for 
Audi's A3 hatchback and 
AS saloon are r unnin g up to 
nine months. Motorists 
wanting Volkswagen’s 
Passat saloon or station 
wagon have to wait 
as long. 

Such delays appear 
strange considering the 
chronic overcapacity and 
cut-throat competition in 
Europe's motor industry. 
Sales figures this year 
suggest underlying demand 
remains weak, in spite of 
local booms because of 
government incentive 
schemes. 

...The surge. hi Jtg&in sales :• 


triggered by government 
incentives has led some 
manufacturers to revise 
their previously pessimistic 
expectations for Europe this 
year. However, registrations 
overall remain depressed by 
the relative weakness of 
Germany, Europe’s biggest 
car market 

Although some economists 
expect German demand to 
revive in the second half, 
total European new car sales 
are unlikely to climb by 
more than 2 per cent this 
year. 

Competition, meanwhile, 
is risingTemarselessly. New 
.oapadtx continues to come 


on stream, while closures, 
such as Renault's Vilvoorde 
plant in Belgium, are limited 
and controversial 

Meanwhile, new 
carmakers from outside the 
region are targetting Europe 
rather than the bigger US 
market for their exports. 
Output at Sams ung's 
showcase plant in South 
Korea will start early next 
year. With the domestic 
sales depressed by Korea’s 
economic downturn, exports 
will be a top priority for the 
company . 

Indigenous manufacturers 
in Malaysia are already 
boosting sales to Europe. 


Competitors in Indonesia 
and even Phlna ma y be 
nursing similar ambitions in 
the more distant future. 

Asian competitiveness has 
already been sharpened by 
recent exchange rate 
movements; the weaker yen 
has helped the Japanese, 
while the recent turmoil 
among south-east Asian 
currencies could assist 
Malaysia's exporters. 

The message for European 
carmakers is that although 
the market will grow 
tougher, demand is there for 
the right product. To 
flourish, a manufacturer 
needs three things: quality.. 


.r yyvgg^gg 


and value for money (even if 
the latter is divorced from 
absolute price, as in the case 
of some of the new sports 
cars). Attractive styling and 
image are essential, while 
innovation - provided it is 
functional - is the third 
priority. 

Just achieving one of 
these elements is not 
enough. Daewoo, another 
South Korean carmaker, has 
based its export push into 
Europe on putting 
convenience and value for 
money above advanced 
engineering or radical 
design. The jury is still out 
on whether that will pay off. 


Micro Compact Car, the 
joint venture between 
Mercedes-Benz and 
Switzerland's SMH watches 
group which is building the 
tiny two-seater Smart, has 
taken an even bigger 
gamble. If the public belives 
the Smart, making its debut 
at Frankfort before sales 
start early next year, 
embodies the three essential 
attributes for success, it 
could confound the sceptics 
and set a new trend in urban 
transport. 

If it fails, it could go down 
as one of the biggest 
misadventures In recent 
automotive- history..; -■ - 



Ask a cost-conscious motor expert 
about ’Intrinsic Value' and Competitive 
Whole Life Running Costs' and you 
very likely never ^ the e" dof{L 

Where the X) Series « concerned. 


those experts have come out in force. 

Fleet Management and Business 
Cat; Fleet Car, and Fleet News have 
repeatedly voted Jaguar the ‘Best Luxury 
C3r' available in the UK. 

Hmv MvAMli*- <»» » » ** 


Our manufacturer's 3 year/60,000 
mile warranty (something no one else 
beats in this class! probably swayed 
them a little bit 

As did the automatic transmission, 


Connolly leather, climate control and 
alloy wheels that arrive as standard on 
the latest X} Executive. 

Even the German press has been 
more than generous. Auto Motor Und 


Sport voted the X) Series ‘Best imported 
Luxury Car* in 1995. 1996 and 1997. 

High praise indeed. But it's always 
worth remembering that a test drive 
speaks louder than words. 


JAGUA 


DON’T DREAM IT. DRIVE IT. 
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Companies 


Folz prefers 
the shadows 


Forget the new cars. One of 
the most eagerly awaited 
attractions at this month's 
Frankfurt motor show will 
be the public debut of Carlos 
Ghosn. the former Michel in 
executive widely tipped to be 
Renault’s next chair man . 

Mr Ghosn 's star has been 
rising steadily since Joining 
the company nine months 
ago. In April, he was given 
extra responsibilities for 
project management and the 
Mercosur region on top of 
his mandate for 
manufacturing, purchasing 
and research. 

Waiting in the wings on 
Peugeot-Cttroen's stand will 
be Jean-Martin Folz, a 
former managing director of 
the Franco- Italian 
Eridania-Beghin-Say foods 
group, who is an even more 
certain bet to became 
chairman when Jacques 
Calve t steps down from the 
top job this month. 

Mr Ghosn will be easily 
the more accessible of the 
two in Frankfurt. After 
months in purdah, apart 
from occasional 
off-the-record briefings, he 
has recently started 
appearing in public and is 
due to speak at the Financial 
Times' own motor industry- 
conference on September 10. 

By contrast, Mr Folz will 
be keeping to the shadows, 
as has been his wont since 


joining Peugeot-CitroSn in 
July 1993. Although the 
Frankfurt show marks the 
swansong Tor the 
controversial Mr Calvet, 
Peugeot -Citroen 's spin 
doctors have deemed it 
inappropriate for Mr Folz to 
speak in public for fear of 
stealing his boss's limelight 
at his last big international 
gathering. 

Both newcomers are 
relatively young - Mr Ghosn 
Is 43. Mr Folz 50 - and hail 
from outside the motor 
industry. Brazilian-born Mr 
Ghosn has spent a 
significant part of his career 
outside Europe. A Michelin 
staffer, he rose through the 
ranks to head the French 
tyre group's North American 
operations for seven years. 
After briefly stepping up to 
lead its worldwide passenger 
and light truck tyre 
business, be moved to 
Renault as an executive 
vice-president last 
December. 

Mr Folz's career has been 
even more distinguished. He 
served in the civil service 
and subsequently occupied 
increasingly senior positions 
in a number of big French 
companies, including 
Jeumont-Schneider and 
Pechiney, where he was 
managing director, before 
moving over to 
Eridania-Beghin Say in 1991. 



APO sharpens its focus 


Carlos Ghosn (left) and Jean-Martin Pots both are being tipped for 
top jobs in the French motor industry (pftcto montage) 


Both men are products of 
France's distinguished 
"Grands E coles". But both 
will find their mettle tested 
to the full in their latest 
roles. Renault and 
Peugeo t - Citroen are 
suffering from a failure to 
internationalise, leaving 
them over-exposed to the 
highly competitive west 
European market. 

That has caused severe 
problems in recent months. 
Car sales in France have 
collapsed after last year’s 
termination of a special 
government incentive 
scheme: registrations fell b; 
almost 24 per cent in the 
first six months of this year, 
compared with 1996. 

Although sales outside 
France have improved, 
Renault suffered a FFrSJ25bn 
loss last year, and 
Peugeot-Citrodn has warned 
it could lose money in 1997. 
The strength of sterling and, 
to a lesser extent, the lira 


will boost export margins, 
and Peugeot-Citrogn in 
particular has a buoyant line 
in tight commercial vehicles. 
But both companies have ' 
tough strategic decisions 
ahead on how to cope with 
overcapacity and rising 
competition. 

Analysts are looking to the 
two men to come up with 
some answers. How likely 
that will be remains 
uncertain as their freedom of 
manoeuvre is severely 
restricted. The new French 
government's knee-jerk 
reaction to Renault's closure 
of its Vllvoorde plant in 
Belgium has hardly 
encouraged further 
restructuring. Yet most 
observers argue that only 
further cost-cutting - and 
possibly closer cooperation 
- will allow the two to 
remain competitive. 

Haig Simonian 


Blades cuts a path to Fiat post in Turin 


Fiat has made a surprise 
choice to fill the expanded 
role of its new Turin-based 
International marketing 
director, writes Haig 
Simonian. Rather than an 
Italian, It has picked Jim 
Blades, the popular 
managing director of Fiat 
Auto in the UK for the past 
five years, to take the 
position. He will report 
directly to Lolc Caperan. 
Fiat's sales and marketing 


supremo. 

The promotion looks well 
deserved: Mr Blades. 49, has 
overseen a dramatic rise in 
the Fiat group's UK sales on 
the back of a revitalised 
range. The group's UK 
market share soared from 
33,000 units, representing 2 
per cent of the market, in 
1992 to more than 91,000 
cars, accounting for a 15 per 
cent share last year. 

“My appointment to this 


senior position is a huge 
compliment to everyone at 
Fiat Auto UK, which is 
recognised by our colleagues 
In Turin, as an effective 
team that has taken full 
advantage of opportunities 
presented to it by an 
outstanding product range,” 
he says. 

But Mr Blades's time in 
the UK has not been without 
its dramas. He had to digest 
the group's decision to stop 


importing the Lancia brand 
after market research 
showed it was irredeemably 
tainted with associations of 
rust and quality problems - 
a legacy the group's other 
brands appear to have 
overcome in the UK. 

Mr Blades is being 
replaced by Geoff Smyth, 45, 
a former Fiat UK executive 
who has been heading the 
group's car operations in 
Greece. 


For a businessman looking tor greater 
transparency, Charlie Szuluk, the 
group vice-president In charge of 
Ford's Automotive Products 
Operations (APO). plays his cards 
remarkably close to bis chest, writes 
Haig Simonian. 

Mr Szuluk, who formerly headed the 
process leadership drive as part of the 
Ford 2000 restructuring campaign, has 
the job of putting together the compa- 
ny's massive components activities, 
grouped since last November tn APO. 

The aim of the reorganisation, which 
will culminate in a new name far the 
operations, is to inject greater commer- 
cial spirit into a a range of subsidiaries 
which have for years sold almost exclu- 
sively to their parent company. Sales 
to Ford's US vehicle building 
operations account for about 95 per 
cent of APO's turnover. The aim, 
according to Mr Szuluk, is to reduce 
that to 80 per cent 

Sharpening the focus of APO should 
also help the division exploit some of 
the trends In the East-growing compo- 
nents sector, such as the move towards 
modular subassemblies, he argues. 

Some of APO's six divisions already 
have business with non-Ford custom- 
ers: the glass division, which Ford tried 
unsuccessfully to divest in recent 
years, sells architectural glass, for 
example. Overall. APO sells about 
$l.3bn of products to outsiders, says Mr 
Szuluk. 

The marketing drive will be spear- 
headed by Craig Muhlhauser, a 48-year- 
old senior vtae-president from Pratt & 
Whitney, the jet engine subsidiary of 
United Technologies, who has just 
joined APO as executive director of 
marketing sales and service. After fam - 
iliarising himself with APO’s diverse 
activities, the first priority for Mr 
Mahlhauser, a stranger to the motor 
industry, will be to examine the way 
APO’s different divisions market their 
products and harmonise these where 
necessary, ex plains Mr Szuluk. 

Surprisingly for a business geared 
mainly to the US, Mr Szuluk has cho- 
sen the Frankfurt motor show for 
APO’s public debut. “We believe it’s a 
great venue from a customer and mar- 
keting point of view,” he says. 

He appears to relish the meetings 
and customer contacts which are part 
of the Frankfort ritual. But while forth- 
right on his aims, Mr Szuluk is reluc- 
tant to enter into the details of APO's 
six divisions, which encompass chassis 
products, glass, and fuel handling 
equipment, as well as plastics, climate 
control and electronics. 

Total sales amounted to $16.4bn last 


year. APO bas 78,000 employees work- 
ing in 74 plants in 19 countries, he 
says. But pry any further and the shut- 
ters come down. A divisional break- 
down of sales is secret; questions about 
profitability or information about tar- 
get customers entirely taboo. 

Car parts are a secretive business. 
But APO will have- to be a little mare 
open about its activities if it is to get 
its message across and reach those 
ambitious sales targets to outside cus- 
tomers. 

Arvin gambles 
with titanium 

Will carmakers pay double the 1 price of 
an existing product far a replacement 
lasting twice as long? That is the gam- 
ble being taken by Arvin Industries, 
the US exhaust and shock absorber 
specialist, writes Haig Srmonian. 

Arvin is working flat out on new 
exhaust systems made of titanium, a 
lightweight and highly durable metaL 
A pro to type likely to be shown on a 
Punto hatchback at Fiat’s stand at the 
Frankfort motor show weighs 7.3 kg 
less than a conventional system, 
“That’s about 45 per cent lighter than 
stainless steel,” says Byron Pond, 
Arvin 'a chairman. 

Titanium also operates at higher 
temperatures and lasts longer than 
stainless steel. A tit anium exhaust 
could last double the 50,000 to 60,000 
miles of a conventional system, he 
says. 

The trouble is, titanium costs twice 
as much as stainless steeL Mr Pond 
thinks carmakers will be willing to pay 
the difference. “The momentum seems 
to be building for this,” be says. 

Arvin is working on advanced proto- 
types far the "big three” US carmakers, 
as well as Fiat in Europe. The first 
production versions could be seen on a 
low volume speciality vehicle due next 
year, he says. 

Mr Pond thinks such innovations 
will help Arvin “stay ahead of the 
game” in the; cut-throal exhaust and 
shock absorber business. The company 
has raised sales and earnings sharply 
this year an the back of the strong US 
vehicle market and resilient demand in 
Europe. Analysts forecast aamfng fi per 
share to rise from $2.09 last year 
(boosted by a one-off disposal) to $2.47 
fat 1697. 

Acquisitions have helped, although 
Mr Pond says the foil impact of growth 
in developing markets will not came 
through for some time. But Arvin, 
which will soon open a new plant in 


Thailand, would still like to do more 
outside the US and Europe: it is eying 
up d flafa in China and Turkey and has 
plans to expand existing operations in 
India an d Brazil. 

But the biggest scope for growth may 
come' through closer co-operation with 
Sango and Kayaba. respectively the 
Japanese exhaust and shock absorber 
specialists with, which it has close 
links. This month will see the opening 
of a majority-owned plant to make 
.power steering pumps in Pamplona. 
Spain, in which Kayaba has a 25 per 
cent stake. “We think there’s a lot of 
potential to take up to 20 per cent of 
the European ' market For power 
steering pumps,” says Mr Pond. 

Hie Spanish deal may just be the 
beginning of a closer manufacturing 
relationship with Kayaba. There are 
strong signs Arvin will announce a 
transaction to combine some of its US 
manufacturing interests with those of 
the Japanese company before the year 
is out. 

Meritor sets 
trading date 

October 1 is the target date for trading 
to start In New York of shares in Meri- 
tor Automotive, the new name for the 
Rockwell International group's 90-year- 
old automotive components operations 
writes John Griffiths. 

Rockwell is spinning off its $3.Ibn 
turnover automotive operations to 
enable both entities to concentrate bet- 
ter on core businesses. Rockwell share- 
holders are to receive one Meritor 
share for every three of Rockwell 
stock. 

The Meritor name is derived from the 
Latin meritum, denoting “service, 
worth and benefit”, according to Larry 
Yost, president of Rockwell Automo- 
tive, who is to be Mentor's chairman 
and chief executive. 

The new company will start 
independence as the world's 26th 
largest automotive components group 
with its headquarters at Troy, 
Michigan. It employs nearly 17,000 
people at 58 sites in 15 countries and 
claims a customer base of more than 
800 car. track, bus, coach and trailer 

-mami fa r A iii 'Wi' S . 

Production last year included nearly 
800,000 axles, 1m door systems, 9m 
wheels and 1.3m truck brake 
assemblies. 

Landor Associates, the US corporate 
identity specialists, spent five months 
researching an appropriate name for 
the new group. 
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Love it or, more likely, loath it; one 
thing is certain, motor industry 
executives cannot ignore the Frankfurt 
motor-show. 

This year, more than ever, Europe's 

- and arguably the world's - premier 
showcase for new products will be the 
forum for some crucial new launches. 

A coincidence of the model renewal 
timetable means this year's show is 
more critical than ever. At the 
Volkswagen, Opel and Citroen stands, 
three new cars will be vying to win 
over potential buyers in the important 
lower-medium sized “C" segment of the 
European market - the largest single 
slice of sales. 

- At a time of rising competition and 
growing overcapacity in the industry, 
how the 700,000 or so visitors expected 
through the turnstiles react could 
significantly determine the profitability 
of some of Europe's leading brands. 
While every, manufacturer organises 
regular public " clinics * to gauge 
reactions to their hew cars, there is no 
better test than a big motor show to 
assess opinion from the public and 
other carmakers as welL 


Haig Simonian looks at some of the models going on display at the motor show 


The M C” segment lies at the heart of 
the European car market Sales of 
lower-middle sized vehicles such as the 
VW Gdf. Opel/Vauxhall Astra and the 
Ford Escort account for about 
one-third of total registrations. No 
manufacturer can afford to make a slip. 

VW executives will be on 
tenterhooks to see whether early public 
reaction to the new Golf will confirm 
their hopes that the 
conservatively-styled fourth generation 
Golf will continue its predecessors' 
tradition as Europe’s best-selling car. 

The tension will be as high at 
General Motors. Executives there win 
be anxious to judge whether their 
decision to go for a chaiiwngiwg new 
shape for the Astra will allow Europe’s 
second-biggest seller to close the gap. 

Popular reactions wiU also dictate 
the fortunes of Cftrofin’s new Xsara. 
which is being launched in both 
five-door, hatchback and three-door . 
coupe forms. The French group hopes 
the new car, which is similar in 


appearance to the bigger Xantia, will 
build on the performance of the 
worthy, but unexciting. ZX and lift the 
brand's presence in the mainstream 
lower-mid-sized segment 

The battle for “C" class sales has 
already become much tougher since 
Flat and Renault used the previous 
Frankfurt show to launch their own 
contenders. Since 1995, both Renault's 
M£gane and Fiat's Bravo/Brava have 
established themselves as strong 
challengers. For Fiat in particular, the 
new range has managed to penetrate 
export markets such as Germany far 
more effectively than its predecessor, 
theTipo. 

The battle lines are still not fully 
drawn. Ford has put itself at a 
disadvantage compared with its rivals; 
the replacement for the 
current-generation Escort, Europe’s 
third best-selling car, is not expected 
until the Geneva motor show next 
March. The situation will be further 
confused by the arrival of 


Mercedes-Benz’s A Class. Although 
appreciably smaller than the Golf, the 
A Class will compete closely on price 
and appeal to s imilar buyers. 

Others manufacturers also have bold 
plans to ch alleng e the traditional 
supremacy of VW, GM and Ford in the 
segment. 

Toyota's Corolla, the world’s 
best-selling car. has been restyled in a 
special European version in its latest 
guise to boost the brand's appeal. 

The "Europeanised” Corolla will 
present a tougher test to the 
established brands. Yet it also marks a 
challenge for Toyota. A failure to 
improve sales in Europe with the new 
versions would be embarrassing. With 
some variants due to be built at 
Toyota's UK plant from next year, a 
failure could also prove very expensive. 
The same will apply to Nissan two 
years later, when its “C" segment car 
starts rolling off the production lines in 
Britain. 

But the Frankfurt show will bring 


more than just neu- lower-middle range 
products. For South Korea's Daewoo, it 
will be the showcase for the first three 
of an entirely new breed of vehicles 
intended to spearhead the group's 
ambition to become one of the world's 
biggest carmakers by early next 
century. 

Daewoo's new Lanas and Nubira 
have had some trouble convincing 
sceptical motoring journalists about 
their merits. The Leganza, the third 
and biggest of its newcomers, may fare 
better when it goes on test soon after 
the Frankfurt show. 

Porsche, by contrast, looks assured 
of a more sympathetic welcome for its 
new 911. almost irrespective of its 
merits. Hie long-awaited new model is 
longer and wider than its legendary 
predecessor, allowing more interior 
room. It should be more powerful and 
quieter, too. 

Financially, the new 911 has already 
acted as a tonic for the company. 
Porsche’s share price has accelerated 


even faster than one of its 
turbo-powered coupes in recent months 
as stock market analysts have reacted 
to the likely impact of the new 911 on 
sales and earnings. The new car, which 
is much easier and cheaper to mak e 
than its predecessor, should build on 
the achievement of last year's Boxster, 
with which it shares many parts. 

While the new 911 exemplifies the 
revival of interest in sports care. Land 
Rover's new Freelander demonstrates 
the motor industry's relentless pursuit 
of new niche products in to exploit 
every pocket of demand against a 
background of sluggish growth in most 
mature markets. 

Like the Astra, which will not go on 
sale until early next year, the 
Freelander is appearing at Frankfurt as 
a "teaser". BMW, Rover's parent 
company, wants to ensure it has 
something new to display at a show 
which will be largely dominated by 
other German brands. Keen off-roaders 
can look - but those wanting to get 
behind the wheel will have to wait 
until at least January before the 
Freelander becomes available. 
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Mini-cars 


Small but sophisticated 


Price is no longer the big 
consideration in this sector, 
writes Haig Simonian 


“Small”, when used to 
qualify the noun car, once 
meant cheap and cheerful, 
but unsophisticated, uncom- 
fortable and just possibly 
unsafe as welL Each country 
had Its own icon: the Mini in 
Britain: the Citroen 2CV in 
France; the original Cinque- 
cento in Italy: or the some- 
what bigger Beetle In Ger- 
many. 

But a crop of new models 
being introduced at the 
Frankfurt motor show sug- 
gests the small car has come 
of age. 

So sophisticated have 
some of the new products - 
led by Mercedes-Benz's revo- 
lutionary A Class - become 
they can stand up to appre- 
ciably bigger vehicles in 
what may be a restructuring 
of the European car market 

Sales in Europe of very 
small - and. by definition, 
cheap - cars slipped in the 
1980s. From 6 per cent of the 


market in 1980, the share of 
such vehicles fell to 3.4 per 
cent a decade later as motor- 
ists were drawn to the new, 
sli ghtl y larger “superminis " 
then being launched. The 
drift was accelerated by the 
feet that the availability and 
quality of very small cars 
was declining as manufac- 
turers concentrated on 
larger products. 

Matters changed with the 
launch of Fiat’s second-gen- 
eration Cinquecento in 1992 
and Renault’s Twinge a year 
later. By the end of last year, 
Fiat had sold about 680.000 
Polish-built Cinquecentos, 
while Renault managed 
800,000 Twlngos. In Germany 
alone, where much larger 
famil y sa ipniM dominate the 
market, cars shorter than 3.7 
metres had captured S per 
cent of sales, according to 
Gunter HOrmandinger. an 
automotive specialist 

Cost remains an important 


consideration for minirar 
drivers. Some products are 
pitched firmly at first-time 
buyers or motorists deter- 
mined to acquire a new car, 
although they may be better 
served with a bigger used 
one. 

Many come from Asia. Fer- 
odua, Malaysia’s second-big- 
gest car maker after the bet- 
ter-known Proton, made its 
first big push abroad last 
month with the start of aaipg 
In the UK. The company’s 
Kancil — renamed thn Nippa 
for the British - will sell for 
just £5.886 - possibly the 
cheapest car in the country 
after thp demise of 

The three-cylinder Nippa - 
in reality, a previous genera- 
tion Daihatsu Cuore - 
reflects largely where the 
minlcar market once was. 
By contrast, most of the new 
products on display in 
Frankfurt reveal that small 
cars are increasingly faing 
sold on Image and not just 
on price. 

Even Daihatsu, a rnlnicar 
specialist, has turned quir- 
kier. Its new Move, launched 
In April, represents a signifi- 


cant shift towards a more 
stylish - if highly idiosyn- 
cratic - product than the lat- 
est version of lie utilitarian 
Cuore. 

The challangi a from Japa- 
nese mlnicar specialists will 
Increase next year when 
local regulations governing 
the length and width of tax- 
advantaged "microcars", typ- 
ified by the Cuore, will be 
relaxed, allowing somewhat 
bigger and more internation- 
al! y-competiti ve vehicles to 
be developed. 

The shift towards greater 
style and luxury in the Euro- 
pean minlcar market has 
been typified by the Arosa, 
launched earlier this year by 
VW’s Seat subsidiary in 
Spain. The new vehicle 
Includes standard features 
such as airbags, power 
steering and anti-lock brakes 
which were once the pre- 
serve of much bigger models. 
Ford's Ka, introduced in late 
1996, has also tried to be chic 
by combining innovative 
styling with a raft of what 
were once luxury car attri- 
butes. 

Rising concern about envl- 






ronmental issues has buoyed 
the market, especially in 
Switzerland, Germany and 
the Netherlands, where eco- 
logical movements are 
strong. Because small cars 
are lighter and less powerful 
than bigger ones, they use 
less fuel. ..and therefore 
cause less pollution. 

* The question of emissions 
is turning twtn an important 
marketing factor, particu- 
larly in green-minded conti- 
nental Europe, whae some 
governments are thinking 
about restricting urban car 
use. 

The current crop of very 
small cars cannot entirely 
slip through the net as their 
internal combustion pn ginpn 
are inherently polluting. But 
their discreet dimensions at 
least improve their social 
acceptability in cities 
clogged by road traffic. 

Manufacturers are work- 
ing flat out to Improve the 
fuel consumption and amis - 
sion figures further. In Ger- 
many, developing the first 
car to use less than three 
litres of petrol per 100 kilo- 
metres travelled has become 



DaBiatsu Grand Move: a significant afiER towards style 


a political as well as a tech- 
nological prize- 
while the “three litre car” 
may require big technologi- 
cal changes, manufacturers 
are already pushing at the 
barriers with existing prod- 
ucts. Adam Opel, the Gc- 
man subsidiary of General 
Motors, boasts its recently- 
introduced three-cyclinder 
Corse hatchback offers 


unprecedented economy and 
emission levels. 

The boldest challenger to 
current fuel consumption 
and pollution figures is the 
Smart, the two-seater being 
developed by Mercedes-Benz 
and Switzerland’s SMH 
watches group, best known 
for the Swatch. 

Tbe plastic-bodied Smart, 


nwrt year, is making ttS pub- 
lic debut in Frankfurt. 
Detailed data about its pty- 
formance are still under 
wraps. However, the car’s 
innovative 600cc turbo- 
charged petrol engine, cou- 
pled with a new six-speed 
gearbox, promises to shatter 
all records, while the turbo- 
diesel due in 1998 should do 
even better. 


Japanese 
love affair 


turns cool 

The domestic economy and 
lack of new models have cut 
sales, says Michiyo Nakamoto 


The sight of very small cars 
with yellow number plates 
weaving their way through 
rice paddles or along high- 
ways is common in rural 
Japan. Often driven by 
women running neighbour- 
hood errands or visiting 
friends, these mini-vehicles 
have been a popular form of 
transportation in a country 
where the roads are often 
narrow and parking space Is 
limited. 

The mini-vehicle sector 
has been a small but 
Important part of the 
Japanese vehicle market, 
filling a need for 
easy-to-drive, compact and 
inexpensive cars. 

Although many Japanese 
men have increasingly 
traded in their no- frills 
sedan for unconventional 
recreational vehicles and 
flashy imports, mini-vehicles 
have been favoured by 
women wanting a second car 
for the family or simply a 
vehicle that is easy to 
manoeuvre in local streets 
where vehicles, bicycles and 
pedestrians jostle for space. 

Lower running costs have 
also been a big factor in 
their popularity. The total 
running cost of 

mini-vehicles, which have 
engines of 660cc or less, is 
about half that of 
sub-compact cars with 
engines of I300cc, according 
to research by Dres finer 
Klein wort Benson. 

The market for 

mini-vehicles bas, however, 
been sluggish recently. Last 
year, mini-vehicle sales 
slipped 0.7 per cent to 1.7m 
units. 

Even taking into account 
the first three months of this 
year, when consumers 
rushed to purchase 
expensive items ahead of an 
increase in consumption tax 
in April, mini-vehicle sales 
in the fiscal year to March 
rose just o.l per cent to 
1.73m units. 

Although the overall 
weakness of the Japanese 
economy may be, in part, to 
blame, a lack of new models 
has been a significant factor 
behind the sector’s lacklus- 
tre performance. 

“With tbe exception of 
Honda's Life, there have not 

been any new model intro- 
ductions since the summer 
of 1995," notes Matthew Rud- 
dlck. Industry analyst at 
HSBC James CapeL 

Mini -vehicle manufactur- 
ers are keeping their new 
products on hold until next 
year, when new regulations 
will come into effect leading 
to an increase in the length 
and width of vehicles in the 
category. Growing safety 
concerns have led the trans- 
port ministry to order that 
the length of such vehicles 
should be increased by 10cm 
and the width by 8cm so that 
they measure a minimum 3.4 
metres by L4S metres. 

New vehicles meeting the 
revised regulations are 


expected to lift sales. 

Manufacturers of mini-ve- 
hicle makers are meanwhile 
sustaining what consumer 
interest they can with small 
versions of increasingly pop- 
ular recreational vehicles, 
such as vans and other n on- 
conventional models. 

Suzuki’s Wagon-R micro- 
van and D aiha tsu' s Move are 
examples of «mnn vans that 
have filled a recent market 
need. The launch of retro- 
style mini-vehicles hw* also 
kept up demand to some 
extent- These cars, that are 
made to look like models of 
yesteryear, evidently appeal 
to the taste of Japanese 
women, who make up more 
than 60 per cent of mini-ve- 
hicle owners. 

But, in the long-term, it is 
questionable whether the 
mini-vehicle sector as it now 
stands can continue to 
expand much further. 

Far one thing, the advan- 
tages of owning a mini-ve- 
hicle are gradually being 
eroded. Since 1991, owners of 
mini-vehicles in Tokyo and 
Osaka have had to provide 
proof of access to parking 
space. The stricter parking 
rules were extended to other 
urban areas last year and 
will be further extended over 
the coming years. 

As for exports, the experi- 
ence of mini-vehicle makers 
in overseas markets has 
been less promising than 
expected. 

In developing countries, 
where it was thought mini- 
vehicles would be popular 
for their lower costs, con- 
sumers who could afford to 
buy a car generally opted for 
a commercial vehicle or a 
mid-sized family sedan 
instead, notes Mr Roddick. 

Even in China, the govern- 
ment wants its national car 
to be a four-door sedan with 
an engine of between ISOOcc 
and ISOOcc, he points out. 
“Mini-car exports have been 
limited and that isn't likely 
to change much.” he says. 

Although few people doubt 
that mini-vehicles will con- 
tinue to serve a need in 
Japan, given growing safety 
concerns in an already 
mature market, the pros- 
pects for strong expansion 
do not look particularly 
high. 

Mini-vehicle makers could 
push for an increase in the 
size of the engines so that 
they can offer more powerful 
RVs. and raise their profile 
in tbe hottest sector of the 
market. While this would 
increasingly bring mini-ve- 
hicles closer to the market 
for small compact cars, it 
could also result in removal 
of their preferential tax 
treatment 

The challenge feeing Japa- 
nese mini-vehicle makers is 
to show that they can 
Increase their attractiveness 
to consumers both at home 
and abroad while retaining 
the advantages they cur- 
rently offer owners. 
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Sports cars are continuing to 
fight off the challenge of hot 
hatches, says John Griffiths 


.Production figures compiled 
from - manufacturers 
worldwide show that the 
industry • collectively 
produced some 276,000 
tWoseat' cats last year, most 
of them open-topped. The 
figures do not include open 
“cabrio” versions of 
four-seat hatchbacks 
produced by the volume 
man ufacturers such as the 
. VW Golf and Peugeot 306. 

The total is the highest far 
many years and will be 
exceeded by a substantial 
margin this year as new 
entrants to the market - 
such as BMW's US-built 23 - 
come -more fnBy on stream. 

Yet by -now, according to 
conventional industry wis- 
dom of the 1960s, the "afford- 


able” sports car sector - in 
the sense of the traditional 
opeo-seater - should be all 
but dead, confined to 
specialist companies of no 
real significance to the car 
industry. 

Its place was expected to 
have been taken perma- 
nently among younger buy- 
ers by cars offering almost 
as much fun but with much 
greater practicality - the 
‘hot’ hatchback. 

No s ensib le volume manu- 
facturer. it was felt, would 
make the sizeable invest- 
ment needed far new two- 
seaters when there was little 
perceived prospect of cover- 
ing their costs. How much 
more commercially sound, 
the argument went, to pro- 


mote hot hatchets. They 
could be built at far lower 
cost as simple variants - 
and mi the same assembly 
lines - of cars such as the 
Golf, produced in volumes of 
several hundred thousand 
units a year. Mazda dis- 
agreed: the Japanese manu- 
facturer felt that Rover 
Group had left a market gap 
wide open after ending pro- 
duction of the MGB In 1960. 
And so the Mazda MX- 
5/Mlata was born; young 
buyers in North America 
and western Europe fell for 
it in droves, and a still-grow- 
ing number of rivals car- 
makers from around the 
world have followed it into 
the market place. 

Rover looked at the suc- 
cess of the MX-5 and 
responded - belatedly - with 
its MGF. a similarly-priced 
competitor now selling at a 
rate of more than 16.000 
units a year, higher than 
Rover had dared to hope at 


Convertibles; Mercedes A- Class 



BMW’s Z3 sports car. Production in the US may reach 60,000 units this year 


tV»p lnunph 

The market has also been 
expanding and fragmenting, 
with more expensive models 
from volume producers such 
as Fiat and Toyota filling 
gaps left by the more speci- 
alised. sports car makers like 
Porsche. Evidence that there 
is now perceived to be a 
market of significant value 
to the leading manufacturers 
is backed by the launch of 
the Mercedes-Benz SLK two- 
seater and BMW’s Z3 sports- 
ter. Both, like Porsche's 
Boxster, are facing demand 
far in excess of supply. 


The numbers are not high, 
in unit terms. In relation to 
a world car market of 
around 30m. But the cars are 
highly discretionary pur- 
chases, with much better 
profit margins available on 
those cars perceived to be 
particularly desirable among 
potential buyers and which 
are kept in relatively short 
supply. 

BMW, whose 23 produc- 
tion began at Spartanburg. 
South Carolina in 1995 when 
2,000 units were built, 
expects this to leap to more 
than 60,000 vehicles this 


year. Forecasts by the Econ- 
omist Intelligence Unit show 
that Z3 output is likely to 
peak at 87,000 units in 1999 
before its appeal in a highly 
fashion-conscious market 
starts to fade and a replace- 
ment is required. Although 
Mazda’s MX-5 is now grow- 
ing old and selling at a rate 
not much over half of its 
peak, some 40.000 are still 
expected to find buyers this 
year. A new model Is due in 
1998. 

Belatedly, alter its near- 
disappearance with the 
exception of Ferrari, the 


sports car has been reborn 
in one of its spiritual homes, 
Italy. Fiat this year is expec- 
ted to sell around 14,000 
units of its Barchetta small 
sports car, around 17,000 of 
its Alfa-ftomeo Spider and 
GTV - on top of some 13,000 
of its overtly sporting Fiat 
Coup#. 

In the upper echelons of 
the sector, economic recov- 
ery and renewed confidence 
have bought buyers flooding 
back to Porsche, regarded in 
the early 1990s as an endan- 
gered species. Now firmly 
back in profit, Porsche is 
having to open up produc- 
tion at a second site, at Val- 
met Automotive in Finland, 
to prevent waiting lists for 
the new Boxster growing too 
long. With a new, bigger 
replacement for the legend- 
ary 911 being unveiled at the 
Fr ankf urt motor show, and 
several derivatives of the 
Boxster in the pipeline, Por- 
sche is moving at high speed 
away from its annus horribi- 
Its of 1993, when global sales 
plummeted to fewer than 
12.000 from a mid-1980s peak 
of 53X100. Wendelin Wiedek- 
ing, Porsche's chairman, is 
confident the company will 
produce 30,000 cars this year, 
about as many as its restruc- 
tured facilities can make 
without new investments in 


capacity. 

Manufacturers at the top 
end of the sector, such as 
Porsche, Mercedes-Benz and 
Aston-Martin, can usually 
rely on long model runs, 
spanning seven or eight 
years, to amortise their high 
Investments in new cars. 
Those involved in the bur- 
geoning cheaper sectors 
acknowledge that the mar- 
ket in which they have cho- 
sen to compete is more vola- 
tile and potentially subject 
to quick fashion changes. 

All insist, however, that 
the sports car boom is 
unlikely to be a short-term 
phenomenon, despite 
increasing traffic traffic con- 
gestion and other environ- 
mental considerations. 

“The MGF is selling better 
than we had hoped, and not 
just in the UK," says Dennis 
Chick, a Rover spokesman. 
"Our market research shows 
an amazingly wide buyer age 
range, from 17 to 70, and a 
roughly 5060 split between 
male and female." Rover is 
planning investment not just 
in updating the MGF. “but 
In the MG brand as a 
whole”, according to Mr 
Chick. "We're investing for 
the long term; we certainly 
don't think that this is a 
market which will fade 
away.” 
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IntroducffTgVislEoa With 94 years 
of automotive experience behind us. 
And a whole new system for doing 
business ahead of us. 

The feet is, we already have 68 
manufacturing feeffities on five 
continents. 2,000 patents issued 
and pending the world ovec And 
78,000 entrepreneurs on board 



Mercedes A Class: Ingenious design has won plaudits afl round 

In a league 


And starting today we have a brand 
new vision of how to put it all to work 
for you. just think of the possibilities. 

already have. 

To find out more, in the 115. and 
Canada cal 1 -888-2VETEON. 
Elsewhere, dial your US international 
access code plus 313-396-5145. 

And visit our new web site at 
wwwvisteonetcom. 


See the possibilities ™ 


of its own 

This German manufacturer’s 
wackiest offering seems a sure 
winner, says Haig Simonian 


It is not often a new car can 
be he said to mark a turning 
point in the industry. That, 
however, is the general view 
of Mercedes-Benz’s A Class, 
which goes on sale soon 
after the Frankfurt show. 

The newcomer will come 
as no surprise to the public, 
i It has been touted exten- 
sively during an unprece- 
dented advertising and mar- 
keting blitz over the past IS 
months to acquaint motor- 
ists in Germany and the rest 
of Europe with Mercedes- 
Benz’s wackiest product. 

The campaign to smooth 
the way for the least conven- 
tional model in the range 
has won plaudits from adver- 
tising agencies as an object 
lesson in preparing punters 
far something unexpected 
without tarnishing an 
upmarket brand's image. 

Motoring journalists have 
also given the A Class the 
thumbs up; so much so that 
it seems certain to walk 
away with the coveted Euro- 
pean Car of the Year award. 

The ingenious A Class has 
rewritten the book in several 
ways. To maximise interior 
space within its modest 36 
metres length - less than a 
Ford Fiesta - the design 
team had to forsake a tradi- 
tional bonnet and slot the 
new family of small petrol/ 
diesel engines beneath the 
driver's feet. 

The unconventional loca- 
tion required equally radical 
thinking for the car’s overall 
structure. To ensure a 
vehicle with next to no front 
overhang would meet 
Europe's stringent collision 
requirements, the team was 
forced to treat the cabin as 
an essential part of the over- 
all safety concept In a fron- 
tal collision, the A Class's 
engine, which is deliberately 
built at an angle, slides 
under the passengers' feet 
while the raised floor pro- 
tects against a side impact 

Putting passengers above 
the motor gives the design 
team the advantage of an 
intrusion-free interior. Mer- 
cedes-Benz claims the A 
Class is roomier than any 
other car its size. It also says 
it is larger inside than its 
own, bigger and more expen- 
sive, C Class range - some- 
thing which could risk can- 
nibalising sales if not played 
carefully. 

The unobstructed interior 
has given the designers the 
freedom to develop a highly 
flexible seating arrange- 
ment, which allows all bat 
the driver's seat to he 
removed. Add to that a big. 
square rear tailgate and the 


A Class offers extraordinary 
carrying capacity for its size. 

Less visibly, the high floor 
has released considerable 
space under the passengers’ 
feet for paraphernalia such 
as exhaust system and the 
battery. A future electric 
version will use the some of 
the space for its bulky bat- 
teries. In time, an even more 
advanced version will fill up 
the room with a hydrogen- 
based fuel cell. 

Improvements in produc- 
tivity and labour flexibility 
at the plant in Rastatt in 
southern Germany where A 
Class models will be built 
means even the pricing 
marks a welcome departure 
from Mercedes-Benz's tradi- 
tional levels. The cheapest 
1.4 litre model will cost 
DM30660. That is only 3 per 
cent more than a similarly- 
equipped third -generation 
Volkswagen Goff. 

The comparison may 
become less flattering when 
VW reveals prices and equip- 
ment levels for its fourth 
generation Goff also being 
unveiled at Frankfurt. 

JOrgen Schrempp, chair- 
man of the Daimler-Benz 
parent company, says the 
new car even meets the 
stringent profit criteria 
being applied across the 
group, in spite of having 
thinner margins than the 
brand's traditional limou- 
sines. 

Customers appear con- 
vinced. The company has a 
long order book in many 
markets, and supplies for 
Germany are sold out until 
well into next year, it 
claims. 

But the A Class launch 
should not be marred by the 
serious shortages which 
have affected other Merced- 
es-Benz models in recent 
years. Rastatt can build 

200.000 units a year at full 
tilt That could increase by 
at least 10 per cent through 
productivity Improvements, 
says Eberhard Haller, the 
plant manager. A further 

70.000 to 80,000 cars a year 
will roll out of a new factory 
due to open in Brazil late 
next year. 

The A Class may already 
have forced other manufac- 
turers to rethink their model 
plans. Established brands 
which are heavily commited 
to building conventional 
front-wheel drive hatch hacks 
may balk at the cost of 
developing a direct rival. But 
a chance visit to one leading 
styling studio suggests it 
may not be long before the 
first A Class clone reaches 
the road. 
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Image is one of adventure 

What was once a fairly narrow niche market has now fragmented and become 
one of the industry’s big success stories. John Griffiths reports 


Americans ice 
a fashion cake 


Twenty years ago. the recreational 
four-wheel-drive market was little 
more than a gleam in the eye of 
gome far-sighted Land Rover 
executives in the UK. 

Their new Range Rover was an 
exploratory journey in the dark, to 

fin d out whether there might be 
buyers for an altogether more 
comfortable, much better-equipped 
stablemate to their "workhorse" 
Land Rover, a vehicle which owners 
could as readily take to the Hunt 
Bali as climb a muddy 
mountainside. 

The rest, as they say, is history. 

Range Rover begat what would 
become a horde of imitators. 

Toyota's Land Cruiser, the principal 
challenger to the harsh-riding Land 
Rover off the beaten tracks of the 
world, evolved into ever-pl usher 
versions. Mitsubishi, in that 
company's most successful venture 
into a niche vehicle market, created 
the similar -sized Pajcro/Shogun to 
become a leading player in a 
spectacularly fast -growing sector. 
Coincidentally. Chrysler built on the 
technology of its basic Jeep to create 
the Cherokee and Grand Cherokee, 
pitched at a largely s imil ar clientele 
in North America. 

Since those days the niche Itself 
has fragmented. Models of all shapes 
and sizes haw been created to 
appeal, not least, to an increasingly 
affluent youth market They have 





Mercedes M Class; German entrant from a US plant 


included ‘'bargain basement” 
vehicles like Suzuki ’s tiny. Jeep-like 
SJ. with engines as small as one 
litre, and now extend into the 
overtly sporting arena, as typified by 
Toyota's high-performance RAV 4. 
the sales success or which has 
astonished even its creator. 

Recently. Suzuki has tried to take 
the marriage of “sport" and “utility" 
as far as it can go. with an open 
two-seat off-roader. the 


bizarre] y-styled X-90. 

The success of the sector 
continues to baffle some industry 
observers. Research by Goodyear, 
the tyre maker, into the size and 
potential durability of the sports 
utility vehicle (SUV) market led it to 
conclude that while more than half 
of SUV buyers claimed to take then- 
vehicles off road, only 5 per cent 
actually did so. 

For most buyers, Goodyear 


concluded, the appeal of the vehicles 
lay in the combination of the image 
they projected .. .of an adventurous 
lifestyle - no matter how deceptive 
- and the perceived safety 
advantages of substantial 
construction and elevated seating 
position Cor driver and passengers. 

Inevitably there have been 
analysts’ warnings that, as a 
consequence of being heavily 
fashion-based, the sector is thus 
vulnerable to a sudden downturn, 
putting in peril the financial position 
and Jobs of those manufacturers who 
have invested heavily in developing 
and manufacturing such models. 

That the automotive industry as a 
whole regards these fears as 
ill-founded is manifest in the steady 
queue of manufacturers still joining 
in. Mercedes-Benz, with its 
Alabama-built “M-Class", is among 
the latest, while even BMW. despite 
owning Land Rover, plans to enter 
the market with a model of its own. 

The temptations for doing so are 
evident in the sales figures. 

In the US. according to statistics 
from market monitoring group 
Automotive Industry Data (Aid), 
sales of SUVs have risen from 
around 900,000 in 1989 to some 2.2m 
last year. In western Europe, the 
other big market for such vehicles, 
sales have risen - according to Aid 
figures - from 265,00 in 1988 to more 
than 370,000 units last year. 


They’re big, menacing, thirsty 
- but utilities are the rage in the 
US, says Richard Waters 


European prospects are uncertain 


There are signs of a backlash 
against these ‘lifestyle’ vehicles 
reports John Griffiths 


Rover Group, BMW's UK 
vehicles subsidiary, is 
launching its Freelander 
sports-utility model at a time 
of increasing uncertainty 
about the long-term pros- 
pects for the sector in west- 
ern Europe. 

By any measure, the 
growth of the sports utility 
vehicle (SUV) market in 
Europe has been spectacu- 
lar. 

Statistics from Automotive 
Industry Data (Aid)* show 
that, from the low level of 
around 60.000 units a year in 
1979 - when the market was 
shared by a handful of mod- 
els such as the Range Rover 
and Toyota LandCruiser - 
sales had surged to break 
through 300,000 a decade 
later. 

Global recession halted the 
climb at the start of the 
1990s. Subsequently, as econ- 
omies have recovered, uncer- 
tainty has arisen in the form 
of a debate about whether 
continuing slow sales 
growth means the appeal of 
sports utilities as "lifestyle" 
vehicles is starting to fade. 


Manufacturers such as 
Mercedes-Benz, launching its 
Alabama-built M Class. Land 
Rover and others introduc- 
ing new products into the 
sector can hardly be expec- 
ted to agree with Aid. 

In its report forecasting 
the sector's prospects to the 
year 2005. Aid says that “no 
true follower of fashion in 
Paris, Munich or Rome, it 
seems, will be seen dead now 
in one of the industry's 
pricey and unwieldy four- 
wheel-drive monstrosities 
when cruising in the jungles 
of fashionable inner city 
streets". 

Peter Schmidt, an Aid ana- 
lyst. suggests that many 
buyers who in the past 
would have opted for such 
vehicles are now turning to 
the flood of attractive new 
two-seater sports cars pour- 
ing into the market place - 
such as Porsche's Boxster, 
the Mercedes-Benz SLK and 
Alfa- Romeo's coupes and 
Spyders. 

At first glance, Mr 
Schmidt seems to be contra- 
dicting his company's own 


forecast, for Aid is still pre- ing battle against rapidly ris- Were Mercedes-Benz 
dieting that there win be fur- ing fuel prices and an envi- BMW to be heavily di 
ther considerable growth in ronmental climate becoming dent on western Europ 
the sports-utilities sector, increasingly hostile to sports-utility sales, tt 
from around 360,000 units unnecessarily large, and Class and projected I 
last year to some 450,000 by “gas-guzzling’’ vehicles. "SUV" would almost 

2005. There are also some signs tainly have been still-1 

However, much of the of a market backlash by pre- The bulk of sales, how 
growth - which has led to vious buyers of SUVs. “Ear- will be in North Ame 
sports utilities now taking Her owners, conscious of fac- where the success of 1 
around 3 per cent of the total tors like vehicle has been enduring as wt 
west European car market - manoueverability, value for spectacular. Annual M 
has come as the result of a money and fuel economy, American sales of : 
great proliferation in the size appear to be returning to the vehicles are close to tht 
and type of these vehicles, comparative comfort of con- With fuel prices very z 
particularly those like ventional cars.” Aid sug- lower than in Europe, 
the Toyota RAV 4, which gests. much easier access to a 

are aimed at younger buy- While the market remains nine “recreational” use 
ers. relatively buoyant in the such vehicles, the N 

This, say some analysts, is UK, it is one of the few west American SUV market 
serving to mask a weakening European countries where much firm er - and more 
of demand for longer-estab- this is the case. Demand has tainable - foundations 
lished “mainstream” stagnated even In Switzer- those in Europe, 
vehicles in the sector - Gen- land and Germany, two mar- 

eral Motors' Frontera and kets where mountainous *4 x 4 Prospects to 2005, j 
Mitsubishi's Pajero/ Shogun regions and prolonged win- motive Industry Data. 
- and the struggle for sur- ter snow ought to encourage Boar 4211, Tamworth, , 
vival being experienced by sales. fordsldre, B79 9BY, Engl 

even some newer vehicles 
such as the Ford Maverick/ 

Nissan Terrano, produced as I __ _ ^ ^ ^ 

a joint project in Spain. ^n^DPQP Q 

New SUVs m the pipeline. Oil I V/Ow Ol 

including one expected to be | 

built by BMW in its US plant 

Leisure vehicles have given a 
welcome boost to demand, 
reports Michiyo Nakamoto 


Were Mercedes-Benz and 
BMW to be heavily depen- 
dent on western Europe for 
sports-utility sales, the M 
Class and projected BMW 
“SUV" would almost cer- 
tainly have been still-boni. 
The bulk of sales, however, 
will be in North America, 
where the success of SUVs 
has been enduring as well as 
spectacular. Annual North 
American sales of such 
vehicles are close to the 2m. 
With fuel prices very much 
lower than in Europe, and 
much easier access to a gen- 
uine “recreational” use for 
such vehicles, the North 
American SUV market has 
much firme r - and more sus- 
tainable - foundations than 
those in Europe. 

*4 x 4 Prospects to 2005, Auto- 
motive Industry Data. PO 
Bax 4211, Tamworth, Staf- 
fordshire, B79 9BY. England 


It sometimes seems as if a 
flight to size is underway on 
US suburban roadsi 

Like the 1960s. the last 
decade of great American 
self-confidence, the 1990s has 
seen the emergence of a new 
generation of giant “gas -guz- 
zlers". 

This time, though, there 
are no tail fins, chrome fend- 
ers and brightly painted 
sheet metal: instead, the 
menacing hulks of full-size 
sport utilities now loom 
large, dwarfing the passen- 
ger cars of the less fortunate 
drivers' who are doomed to 
live in their shadows. 

The craze for outsized 
light trucks is just the latest 
development in the US auto- 
mobile success story of the 
decade. Last year, 14.2 per 
cent of all new vehicles sold 
in the US were sport utilities 
- or ?. ism in all. That com- 
pares with only 7.4 per cent 
as recently as 199L 

The familiar American 
fondness for size has given 
this craze for ruggedness Its 
latest twist. Sales of elon- 
gated trucks that dwarf even 
standard sport utilities have 
surged in recent months, 
reaching 262,000 in the first 
half of this year. That is 
nearly as many as were sold 
in the whole of 1995. and 
accounted for nearly one in 
every four sport utilities 
sold. 

For General Motors and 
Ford - the two companies 
that account for virtually all 
of this full-size segment of 
the market with their Subur- 
ban and Expedition models - 
this has been the icing on 
the cake of a very happy 
trend in automobile fashion. 

Light trucks in general - 
sport utilities, minivans and 
pick-up trucks - have 
steadily won over customers 
from passenger cars. And, of 
these, it is the sport utility 
that has grown fastest 

The recovery of Detroit In 
the 1990s has been built on 
this. The "big three" US 
manufacturers may have 
lost much of the passenger 
car market to the Japanese 


and other foreign makers: 
the US share of the car mar- 
ket is now 61 per cent. 

When it comes to light 
trucks, however, the Ameri- 
can manufacturers 
accounted for 85 per cent of 
the market In the first half 
of this year. 

The automakers claim this 
fashion will last. “It's not 
just a short-term 
phenomenon, ” says Ross 
Roberts, vice-president and 
general manager at Ford. 
“There's been such a change 
in the lifestyles of America - 
and the make-up of 
America.” 

More single parents, more 


US SALES 

Year 

Compact 

Fufl-siza 

1989 

736 

215 

1990 

762 

170 

1991 

810 

104 

1992 

993 

139 

1993 

1,199 

184 

1994 

1.336 

206 

1995 

1,479 

275 

1996 

1,739 

408 

1997- 

879 

262 

~t at half 

Seurar. MMi Gioup 


women buying vehicles, 
more demand for utility and 
convenience - it all adds up, 
says Mr Roberts, to a lasting 
market for versatile vehicles 
that can serve a number of 
purposes. 

For the US man ufacturers, 
however, the best years in 
the domestic sport utility 
market may already be over. 

For a start, they no longer 
have as clear a lead on the 
suburban streets as they 
once did. The arrival of a 
batch of new Japanese 
entrants has begun to chal- 
lenge their clear lead. 

In particular, two new, 
small SUVs from Toyota and 
Honda, the RAV4 and CRV. 
have won an instant follow- 
ing and found a gap in the 
market that local manufac- 
turers had not plugged them- 
selves. 

The market for compact 
sport utilities has also 
become hi g hl y competitive. 
With Toyota accounting for 


12 per cent of sales, and Nis- 
san and Honda 5 per cent 
each, the American share is 
down to 69 per cent, accord- 
ing to Wefa. an economic 
research firm. 

A second warning sign Tor 
Detroit has been the hefty 

rebates that have begun to 
find their way into a part of 
the Industry that has until 
now been among the most 

profitable. 

Even Ford’s Explorer is 
now offered with finance 
rates of only some 5 to 6 per 
cent - a sign that profit mar- 
gins are shrinking as the 
fight for market share devel- 
ops. 

Part of the problem stems 
from the new entrants, who 
have taken share in a mar- 
ket that is not growing as 
fast as it was. According to 
Wefa, the number of com- 
pact SUVs sold in the first 
half of this year rose by 8 
per cent - but sales by Gen- 
eral Motors, Ford and Chrys- 
ler fell by 1, 2 and 3 per emit, 
respectively. 

However, the more 
depressed market also owes 
something to Detroit's 
aggressive use of leases ear- 
lier in the decade to shift 
more new vehicles than 
would otherwise have been 
possible. 

By elevating a vehicle's 
residual value (the price it 
was assumed to be worth at 
the aid of the lease), manu- 
facturers were able to reduce 
the monthly lease payments 
for customers, says Jim 
Holden, executive vice-presi- 
dent of sales and marketing 
at Chrysler. Now, however, 
they are faced with a wave 
of two and three-year-old 
vehicles raming- pff lease at 
a time when secondhand 
vehicle prices are already 
depressed. 

The result neither drivers, 
nor the dealers who supplied 
their vehicles in the first 
place, are prepared to buy 
the vehicles at their residual 
prices, leaving the manufac- 
turers to carry the can. As 
long as reserves set up at the 
time the lease was origi- 
nated are sufficient to cover 
the foil In residual values, 
this should not hurt their 
finances - but the waves of 
trucks coming off lease has 
served to dampen demand 
for new vehicles. . 


Japanese are spoilt for choice 


IMPORTANT INFORMATION FOR COMPANIES WHO OPERATE A FLEET 


How you could 
pay MORE for your 
vehicles, yet SAVE 

£ 89,000 


A paradox explained 
On analysing a customer's business and 
advising diem to move from funding their 
vehicles through Contract Hire to 
Contract Purchase and actually increasing 
their monthly rentals by £60* per vehicle, 
we were able to reduce their overall fleet 
cost by more than £89,000 over 3 years. 
Contract Purchase allowed the customer 
to benefit from lower operating costs due 
to corporation tax and VAT benefits. 

So although the cheaper monthly rentals 
for the Contract Hire option seemed 
best, in this particular case. Contract 
Purchase ultimately proved to be cheaper 
over the term of the contract due to the 
tax benefits. 

Pro-activity is 
the key to our success 
More and more companies are coming 
to Dial because they find Dial's pro-active 
approach is resulting in increased fleet 
efficiencies and real reductions in vehicle 
operating costs. 


Expertise and experience to 
focus on all fleet issues 
The case above illustrates just one 
example of how we can address all your 
fleet issues from tax policy to fleet policy 
to the optimum funding method to the 
best sourring/disposal strategy to adopt 
and so on. 

Dial, one of the UK^i 
leading vehicle management 
companies 

Dial is part of the Barclays Bank Group 
Pic and has over 30 years' experience in 
delivering tailored vehicle management 
solutions co a wide diversity of fleets and 
industry sectors. Our full commitment to 
meeting our customers' needs enables us 
to develop long-term partnerships, and 
play an important role in supporting die 
changing needs of their business- 

Call Dial's vehicle management line on 

0181 246 3061 

and find out how we could make a 
significant impact on your fleet. 


■ Average monthly renal charge for a fleer of Fort Bidgrt executive an. Please now. Daft solutions are tailored 
according to die particular oreumstaneej of each company. This example of dunging funding method nay not be 
applicable to all. 
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Dal Contrac ts Umtsed. 
Dal House. Burster Rood. 
London SWI5 6SD 
hap#www.bbi.oajjfc/dbl 


Dial 1 


Just a few years ago, 
Japanese consumers looking 
for a minivan or sports util- 
ity vehicle to carry the fam- 
ily off on a camping trip had 
only a handful of models to 
chose from. Most cars that 
were not the typical saloon 
or sports car, were either 
heavy-duty four -wheel-drives 
that drove like trucks or 
large vans more commonly 
associated with the running 
of a small business than 
family fun. 

Today, those in search of 
the perfect car for the week- 
end outing are increasingly 
spoilt for choice, and the 
market for recreational 
vehicles (RVs) is already 
looking crowded. 

In Japan, the recreational 
vehicle sector covers a wide 
range of passenger vehicles 
from station wagons to mini- 
vans. Responding to explod- 
ing demand for these n on- 
conventional cars that sym- 
bolise a more leisurely life in 
the outdoors. Japanese car- 
makers in the past five years 
have produced a vast array 
of RVs that aim to satisfy 
consumers' every need. 

Honda, the acknowledged 
leader in Japan's latest RV 
craze, has launched four 
models in the category since 

the autumn of 1994. when it 

introduced its trend-setting 

Odyssey minivan. 

Once the company was 
confident that a minivan 
based on a car platform, 
rather than a truck, not only 
worked but was wildly popu- 
lar among Japanese consum- 
ers. it quickly followed with 
the CR-V - a sports utility 
vehicle that Is lighter and 
cheaper than the majority of 
other models in the sector - 
the Orthia, a station wagon 
based, like the CR-V, on its 
popular Civic passenger car, 
the Step Wagon, and the 
SM-X. 

Not to be outdone, Toyota, 
the market leader, in Japan, 
responded with its own 


line-up of RVs. After the 
hugely popular RAV4. which 
preceded Honda's Odyssey 
by several months. Toyota 
has introduced six RVs so 
far. 

Somewhat belatedly. Nis- 
san Is also strengthening its 
RV line-up with several mod- 
els planned for introduction 
this year. The trend has 
even spread to the mini-ve- 
hicle market, bringing a 
growing number of boxier 
mini-vehicles with engine 
capacity of 660cc or less to 
Japanese streets. 

The RV craze has been a 
much-needed fillip for Japa- 
nese vehicle makers as they 
have struggled in the face or 
a mature market and a slug- 
gish economy at home. Reg- 
istered cars that fall into 
that category accounted for 
about 45 per cent of the mar- 
ket so far this year, com- 
pared with just 15 per cent 
in 1991. according to Salo- 
mon Brothers in Tokyo 

There is a growing consen- 
sus that RVs will continue to 
be an Important part of the 
Japanese market, which has 
hitherto been, dominated by 
conventional sedans. 

However, there are signs 
that “consumers may be tak- 
ing a break Cram the indis- 
criminate rush to put them- 
selves behind the wheel of 
an RV now that so many RV 
models have been introduced 
Into the market", notes 
Edward Brogan, industry 
analyst at Salomon Brothers. 

Japanese vehicle makers 
now have to decide wbere to 
go next. 

In the short term, there is 
little doubt that having a 
solid RV line-up is crucial to 
weather the downturn in 
demand that has resulted 
from the increase in the con- 
sumption tax last April from 
3 to 5 per cent. The higher 
tax has resulted in domestic 
sales falling 8.8 per cent in 
the first quarter of fiscal 
1997, making it the weakest 



Honda's CR-V has been popular 


quarter in 10 years. 

Honda's store of popular 
models enabled it to merely 
register flat domestic sales 
rather than a decline. 

There is hope that new 
models in the conventional 
sedan segment may help 
revive interest in what has 
been the industry's m ain 
source of profits for most of 
its history. Mazda is count- 
ing on a remodelled Capella 
to boost the momentum pro- 
vided by the success of its 
Demio small RV; Honda is 
looking to a fully remodelled 
Accord that will be intro- 
duced in Japan this autumn 
to help make tqp for a lack of 
new RV models this year. 

In the meantime, however, 
the carmakers are not talcing- 
any chances. Rather than 
focus all their energies on a 
stagnant domestic market, 
many Japanese companies 
are boosting exports to areas 
such as North America and 
Europe where there are bet- 
ter prospects for growth. Not 
surprisingly, many of the 
exports are the same RVs 
that have proven so popular 
at home. 

Japanese vehicle exports 
have risen for the past 14 ! 
months. RVs. such as Hon- j 
da s CR-V and Toyota's I 


as well as in Die domestic i 


4Runner and the RAV4 in 
the US, are Increasingly 
becoming important contrib- 
utors to export growth. This 
autumn, Toyota will start 
producing the Sienna mini- 
van in the US. 


Just as RV sales in the 
domestic market may be 
approaching a plateau, Japa- 
nese carmakers have found 
new markets for their RVs 
overseas that look set to 
expand. 


FINANCIAL TIMES 
Conferences 

FT WORLD MOTOR CONFERENCE 

10 & 11 September 1997 
Hotel Intercontinental Frankfurt 

FT Conferences is holding a major automotive 
conference tomorrow at the Hotel Intercontinental, 
Frankfurt. You may register on the day of the 
conference, alternatively you may purchase 
conference proceedings. 

FORTHCOMING FT CONFERENCES INCLUDE; 

FT London Motor Conference 
16 February 1998, London 

For further information contact; 

Jonathan 63220 k, FT Conferences, Maple House 
149 Tottenham Cowl Boad, London W1P9U,UK 
Teh (+44) 896 2633 ft* (+44) 171 896 2696/97 
&naikjfrnathan@peaBoni)facom 
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Focus: Sports utilities and recreational vehicles 

Demand is switching 


to the smaller MPVs 

Dai -141 i(4y* , , TTiese events transformed Citroen Xsa 

nenauns again sets the pace the European MPV sector, replaces the 2 

With compact multi-purpose 5E TTo^-V^ %TcT^ 
vehicles, says Richard Feast ?S VS 


Demand for large, Seven-seat 
multi-purpose vehicles 
(MPVs) in western Europe is 
slowing after achieving tre- 
mendous growth rates since 
the start of the 1990s. 

One reason, is the arrival 
of the Renault Sctmic. a 
smaller, car-derived mode] 
that .looks set to pioneer a 
distinct sub-segment within 
the European MPV market 
Indeed, the DRt/McGraw-Hill 
automotive consultancy fore- 
casts the compact MPV sec- 
tor will grow to 600,000 units 
a year within five years. 
That would make it nearly 
twice the level full-size 
MPVs are expected to reach. 

This late-l990s growth in 
compact MPV sales will be 
fuelled by the same two fac- 
tors which caused the 
growth in demand for full- 
size MPVs early this decade: 
the ground-breaking work of 
Renault, and the scramble 
by its competitors to catch 
up. 

“It is almost guaranteed 
that other manufacturers 
have seen the success of Sce- 
nic and are now signing off 
future products for the sec- 
tor," says Nigel Griffiths an 
analyst at DHL 
. This would be a repeat of 


events involving Renault’s 
larger Espace. Launched in 
1584, it mopped up most of 
the European MPV market 
for several years. . 

Gradually, rivals began to 
challenge it: the Previa, 
which Toyota imports from 
Japan, was followed by the 
Voyager, which Chrysler 
and Steyr-Daimier-Puch 
assemble at their Eurostar 
joint venture in Austria. 

The sector suddenly 
acquired a new dimension in 
1994-95. First, PSA and Fiat 
Auto began producing MPVs 
at their Sevel Nord joint ven- 
ture in northern France. 
This resulted in new market 
entries by the Peugeot 806. 
Citrofin Evasion /Synergie, 
Flat Ulysse, and Lancia Zeta. 
Shortly afterwards. Ford and 
Volkswagen started their 
AutoEuropa joint venture In 
Portugal, adding the Ford 
Galaxy, VW Sharan and Seat 
Alhambra. 

Mercedes-Benz climbed 
into the sector last year with 
its Spanish-made V Class, 
and General Motors Europe 
called on its parent in the 
US to supply it with Opel/ 
Vanxhall Sintras. Renault, 
meanwhile, gave its Espace 
a long-overdue overhaul. 


These events transformed 
the European MPV sector. 
From manufacturing 47,000 
units in 1990 - mainly 
Espacos - Europe this year 
will make around 305,000. 
Now that dramatic period of 
six-fold growth may be over 
thanks to the little Sc&nic. 

The compact sector is cur- 
rently dominated by this 
M£gane-based model, which 
collected last year's Euro- 
pean Car of the Year trophy. 
Renault will produce around 
180,000 this year, but it is 
currently scrambling to 
install an annual capacity of 
up 250,000 for the model at 
its Doual factory in northern 
France. 

Scenic's only real competi- 
tion - so far - comes in the 
form of three comparatively 
low-volume vehicles 
imported from Japan - the 
Toyota Picnic, Honda Shut- 
tle, and Mitsubishi Space 
Wagon. That will change 
over the next three years, 
however; Mitsubishi will 
replace its Space Wagon 
next year with a Carisma- 
based model sourced from its 
joint venture in the Nether- 
lands with Volvo. In around 
one year’s time. Fiat will put 
on sale a production version 
of the unusual-looking Multi- 
ple it has exhibited in con- 
cept car form at recent 
motor shows. 

By 1999. there are expected 
to be compact MPVs based 
on this autumn's new 


Citroen Xsara (which 
replaces the ZX) and the 
fourth generation Volkswa- 
gen Golf. GM-Europe sig- 
nalled its intention of being 
in on the act by releasing 
pictures of the 1999 Zafira 
MPV which will be built on 
the platform of next spring's 
Qpel/Vauxhall Astra replace- 
ment 

As part of the settlement 
of its labour dispute at Hale- 
wood in north-west England, 
earlier this year. Ford 
acknowledged a project to 
produce a compact MPV 
based on the Escort Tor the 
year 2000. Meanwhile. Nis- 
san executives in Japan 
have reportedly decided to 
replace its Spanish-made 
Serena with a model based 
on the platform and mechan- 
ical components of a future 
saloon. 

The huge growth forecast 
for the compact MPV sector 
is explained by the fact that, 
with the exception of Mitsu- 
bishi and Nissan, all these 
projects represent new mar- 
ket entries rather than 
replacements for existing 
vehicles. It is the motor 
industry hedging its bets. 

By basing them on main- 
stream models - and avoid- 
ing the use of dedicated pro- 
duction lines and factories - 
manufacturers hope to cut 
the big financial risks 
involved in producing niche 
models for unpredictable 
market segments. 


Megane provides platform 
for this Scenic success 

Stuart Marshall looks at the way a French manufacturer has 
played a trump card 12 years after its triumph with the Espace 


The launch of the Renault 
Espace In 1984 was one of 
those rare motor industry 
events when a completely 
new breed of car made its 
debut. The Espace, jointly 
conceived and built by Ren- 
ault and Matra, was a car 
purpose-designed to carry 
seven people. Previous mul- 
ti-purpose vehicles (MPVs) - 
or “People Movers” - had 
been based on commercial 
panel vans; hence the term 
‘♦ mini -van" still current in 
the US. 

For almost a decade, the 
Espace dominated the Euro- 
pean MPV market, then a 
trickle which soon became a 
flood of rivals appeared. Ren- 
ault, aware that its domi- 
nance of the European MPV 
market was over for good, 
produced a new Espace, lav- 
ishly equipped and targeted 
at the top end of the MPV 
scale. It was promoted as 
less of a rival to the Ford 
Galaxy an alternative 
to a Mercedes-Benz or BMW 
saloon or estate, or an off- 
the-road type of vehicle such 
as the Range Rover. Then, 
last year, Renault played its 
trump card - the Mfegane 
Sc&ric. 

This monospace five-sea ter 
is but one of a number of 
variations on the Megane 
theme. It was hailed as a 
mini-MPV that was going to 
repeat the Espace triumph, 
12 years on, but on a much 
larger scale. 

Renault, aware that 
research had shown the pub- 
lic perceived an MPV as a 
seven-seat vehicle, prefers to 
call the Scenic an MAC (mul- 
ti-activity car)- It regards the 
Scenic as the third element 
in a trio of monospace cars - 
Espace at the top, Twingo at 
the bottom and Scenic in the 
higb-volnnae middle ground. 

The Scfinic, named Euro- 
pean Car of the Year MOT. 
has been hugely successful 







M6gane ScAnta; First of a new wave at multi-activity cars that could be as popular as hatchbacks 


from the moment it first 
rolled off the assembly line 
last year. Unlike the Espace, 
which has a costly separate 
frame clad with composite 
panels, the Scenic Is a totally 
conventional pressed steel, 
lower medium car in all but 
shape and interior space. 

ft Is widely acknowledged 
as the first of a new wave of 
smaller MPVs that many 
buyers will prefer to conven- 
tional family hatchbacks 
because they are much 
roomier though no bulkier. 
Extra interior space apart, 
the Scfenic - and the rivals 
from other leading manufac- 
turers that will follow - 
offer the much sought after 
higher driving position, lim- 
ousine headroom, useful 
storage ideas and the adapt- 
ability that comes from 
being able to shift seats 


around or remove them. 

Because its price is little 
higher than that of a hatch- 
back and its running costs 
broadly similar, the Sctaic is 
already attracting the atten- 
tion of company fleet manag- 
ers as well as retail buyers. 
It was originally expected to 
account for 20 per cent of all 
Mfegane sales, playing sec- 
ond fiddle to the hatchback, 
but so great has been its 
appeal that it is now taking 
nearly 50 per cent. 

Total European sales of 
the Mdgane range this year 
are expected to top 500,000, 
making it the fifth-best sell- 
ing car. The Scenic Is now 
set to double its forecast 
sales with 200,000 units, even 
though it has not been avail- 
able in all countries for the 
whole year. 

These sales successes have 
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made a big impact on the 
struggling French car- 
maker’s first-half results. In 
the six months to June. Ren- 
ault clocked up sales in 
excess of FFrlOOhn for the 
first time, with the chief con- 
tribution coming from the 
car division. 

Next in line with a Scenic 
equivalent is expected to be 
General Motors, with the 
Astra -based Vauxhall/Opel 
Zafira, followed by VW, 
Ford, Fiat and possibly PSA 
(Peugeot-Citroen Group) - 
but none will be on the mar- 
ket until 1999. 

With a two-year head 
start Renault Is now leading 
a European motor industry 
move into new territory - a 
move as significant as was 
the hatchback’s replacement 
of the booted lower-medium 
saloon car a generation ago. 

A confident Renault fore- 
casts that more than half of 
the the 60,000 M6ganes it 
expects to sell in Britain this 
year will be Scdnics, putting 
Megane among the top 10 
best sellers - possibly as 
high as seventh. Price is on 
its side. The average price of 
a car in the UK is £13JJ00 
and of a MPV, £19,500. A . 
mid-range Sc£nic costs ' 
£12,995 ~ “bang on target". . 
says Renault UK. 

The company believes full- 1 
size MPVs are fine in the US 
where cars are cheap and 
the roads big. But Europe, 
where roads are smaller and 
cars dearer, has been' 
waiting for a lower/medium 
size and price car offering 
the utility and interior space 
of a conventional MPV. 

Scenic is the first of the 
breed. 



Freelander 

confidence 

Land Rover's latest entry 
into the on-oiT-road market 
with its Freelander (above 
and righO Hill face stiff 
competition Train 
established vehicles in the 
sector. But the 
manufacturer rejects 
suggestions that it is a 
latecomer in an already 
overcrowded market. 

The company's Peter 
Kinnaird says: "We think 
the timing is just right - the 
Japanese have whetted the 
appetite of fashion 4x4 
buyers." 

The Freelander. being 
formally unveiled at the 
Frankfurt motor show, joins 
a fast-growing sector for the 
smaller 4x4s which have the 
comfort of a car, some 
off-road capability and a 
sufficiently “butch" 
appearance to bolster a real 
or imagined lifestyle. It is a 
niche long dominated by by 
Suzuki. 

Where the Freelander may 
well score is with its ample 
off-road capability. 

"The Freelander is not 
just a *poser's’ vehicle," says 
Mr Kittnaird. "It even goes 
round Eastnor (a UK 
drive-to-destruction proving 

ground).** 

Stuart Marshall 
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When the driver is an extra 

John Griffiths looks to the cars of the future, when motorways may become 
more crowded - yet safer - as electronics take over from humans 


So who needs a driver? As 
the technology displays of 
leading carmakers will make 
clear at the Frankfurt motor 
show, this is no longer such 
a bizarre question as it 
sounds. 

With traffic congestion 
growing throughout devel- 
oped countries, efforts by 
governments and the auto- 
motive industry to allow 
cars to be used more effi- 
ciently, in parallel with pub- 
lic transport improvements, 
are intensifying. 

Telematics, the electronic 
and other technologies 
allowing the creation of 
"Intelligent" highways capa- 
ble of communicating with - 
and ultimately controlling - 
the vehicles travelling along 
them, will play a big part. 
These technologies bring 
closer the day when a driver 
will be able to enter a motor- 
way. have control of the car 
taken over by the “intelli- 
gent" highway’s telematics, 
then read, work or watch on- 
board TV until the time 
arrives to exit. 

Such a system, already 
undergoing early trials in 
North America, Japan and 
Europe, has the advantage 
that cars could be convoyed 
to travel much closer to each 
other than is now possible, 
thus greatly reducing pres- 
sure on road space. 

The actual technology 
which mak es this a possibil- 
ity already exists. Cost and 
non-technology issues such 






Mitsubishi HSR- VI concept car is one of the Frankfurt show's most spectacular displays 


In-car navigation systems such as this in a Range Rover are already avnbbfo 


sis liability in the event of 
things going wrong are the 
main obstacles still in its 
path. 

Indeed, what the displays 
at Frankfurt will underline 
is that it is the selection and 
application of a wide variety 
of known technology - , and 
producing it at viable cost, 
which is now the main cbal- 
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lenge for vehicle makers - 
not discovering 1 new technol- 
ogy itself. 

Mercedes-Benz. BMW and 
Ford's luxury cars division. 
Jaguar, are among compa- 
nies working on “intelligent" 
cruise control, using radar 
and a sophisticated, elec- 
tronic sensor-controlled 
br akin g system to keep a 
vehicle at a safe distance 
from other traffic. Some pro- 
totype cars are already cruis- 
ing motorways fitted with 
the technology. 

The system, along with 
others such as through-wind- 
screen “bead-up” instrument 
displays and automatic lane 
guidance - in which on- 
board video cameras monitor 
road markings and keep the 
vehicle automatically 
between lane markers - are 
the technical spin-off from 
the motor industry's pan-Eu- 
ropean “Prometheus” 
research programme of the 
early 1990s. 

The programme was a col- 
laborative one to define key 
technologies, and the race is 
now on for individual com- 
panies to exploit them com- 
petitively. BMW, Mercedes- 


Benz. Jaguar and their US 
and Japanese counterparts 
agree that cost is now the 
main stumbling block. 

However, as the various 
rival systems using satellite- 
based in-car navigation 
recently launched by Bosch. 
Philips and Alpine are soon 
likely to demonstrate, it is 
unlikely to remain one for 
long. Despite current prices 
of the “satnav" systems 
ranging from $2,000 to $5,000 
as optional equipment, 
demand has been suffi- 
ciently enthusiastic to sug- 
gest that economies of scale 
in production will result in 
lower prices in the near 
future. 

Even the Prometheus- 
based technology, however, 
represents just a foretaste of 
what is coming over the 
horizon. 

One of the more spectacu- 
lar prototypes being dis- 
played at Frankfurt is Mitsu- 
bishi's HSR- VI. This 
“concept car” for the early 
21st century has a continu- 
ously variable transmission 
and sensor-controlled 
“active" steering, yaw and 
stability control and comput- 


er-controlled suspension. 

In what Mitsubishi 
describes as automated driv- 
ing mode, laser radar with 
stereo-imaging sensors 
gather information which is 
then integrated with trans- 
mitted data from any exte- 
rior traffic control system 
and satellite-based vehicle 
location- By keying in a des- 
tination, the vehicle can 
travel along the “intelligent” 
road network while, as Mit- 
subishi puts it, “the driver 
and passenger can relax and 
use the communication sys- 
tem to catch up with the 
news, send mail or browse 
the Internet” 

Meanwhile, Mercedes-Benz 
is pursuing energetically 
many of the technologies 
first unveiled in its F200 con- 
cept car late last year, not 
least the extent to which 
•drive-by-wire* can be 
apphed- 

Tfae F200 has no steering 
wheel, accelerator or brake 
pedals - merely an aircraft- 
style joystick with which to 
perform these functions. 
Operable from either front 
seat, it would make obsolete 
the need far right-hand or 


left-hand drive production. 

It might sound precarious 
to control, but Mercedes- 
Benz's army of test drivers 
have found it at least as 
manageable as a conven- 
tional car. 

A significant element of 
the technology is that it 
measures driver inputs and 
uses electronic control over- 
rides to adjust steering, 
braking and acceleration to 
ensure the vehicle stays an 
course and under control. 
Video cameras to monitor 
outward views and computer 
scanning of an entry card to 
identify the driver and 
unlock the doors are some of 
the additional technologies. 
Mercedes-Benz engineers are 
adamant that many of the 
innovations wiQ be built into 
the company's car of the 
future. 

“Plenty of people have 
good ideas.” says Jurgen 
Schrempp, chairman of the 
group's management board. 
“Bringing them to market 
rapidly, however, is really 
what makes all the differ- 
ence... competitive advan- 
tages can evaporate literally 
overnight.” 


Much of the technology on 
display at Frankfurt will 
also reflect the increasing 
legislative and environmen- 
tal pressures on cars. There 
is much emphasis on new 
engines of high efficiency 
and low emissions output, 
including the European 
debut of Mitsubishi’s 
ground-breaking direct injec- 
tion petrol engine. 

The unit Is claimed to 
Improve the performance of 
conventional petrol engines 
while achieving the fuel 
economy of a diesel. It is 
also claimed to emit 20 per 
cent less carbon dioxide than 
similar-sized conventional 
engines. 

Toyota, Japan’s largest 
carmaker, is showing new 
direct injection turbo diesel 
engines, one of which has 
been set the target of cover- 
ing 90 miles per gallon in a 
small family saloon. Toyota 
says the engine will appear 
in a production model “in 
the near future”. 

Just where the sensible 
limits to in-car technology 
lie, however, are more diffi- 
cult to define. 

For example there is con- 


siderable for-hninal achieve- 
ment by Textron Automo- 
tive, part of the $9.3bn Tex- 
tron industrial group of the 
US, in developing what it 
describes as “ASCTec" seat- 
ing. The acronym stands for 
Active Surface Control Tech- 
nology, and it is being 
unveiled in an as-yet uniden- 
tified luxury car at Frank - 
flirt. 

The seating Incorporates a 
blend of microprocessor- 
based electronics and pneu- 
matically-controlled air sup- 
port system, which uses a 
network of 10 strategically- 
located air cells inside the 
upholstery. Sensors convey 
the pressure exerted by the 
driver's shifting body to an 
under-seat ‘black box’ which 
adjusts the air pressure in 
each cell to maximise com- 
fort. 

Research Is said to show 
that drivers will experience 
less fatigue and a significant 
difference in comfort levels. 

The extent to which these 
advantages justify the addi- 
tional weight, cost and com- 
plexity is likely to be consid- 
ered long and hard, however, 
by many vehicle makers. 


Fuel cells have some way to travel 

Efficiency and cleanliness are significant credits for these devices, but manufacturers have yet to 
bring them down to a manageable size and cost for the mass market. Scott Morrison reports 


Engineers at the world's 
automakers are working 
feverishly to develop envi- 
ronmentally-friendly power- 
train systems to propel the 
next generation of vehicles. 
Perhaps the most promising 
technology is the fuel cell, a 
device that generates elec- 
tricity through an electro- 
chemical reaction and cre- 
ates only water vapour as 
exhaust. 

Vehicles powered by fuel 
cells are quieter, 50 times 
more fuel efficient than 
internal combustion eng i n es, 
and unlike conventional bat- 
tery powered vehicles they 
will have a range of some 
400 miles. But they are still 
too large and expensive for 
the mass market 

Daimler-Benz has estab- 
lished itself as the clear 
leader in the race to market 
a fuel cell powered vehicle. 
The German company, 
which has already produced 
two hydrogen-fuelled proto- 
types. invested CS400m ear- 
lier this year to join forces 
with Ballard Power Systems, 
the s mall Canadian company 
widely regarded as the 


leader in fuel ceD technol- 
ogy. 

The Germany company 
acquired a 25 per cent stake 
in Ballard, and the two com- 
panies win form two joint 
ventures to develop and mar- 
ket vehicles powered by fuel 
cells. 

Ballard has reduced the 
size and cost per unit of 
power by at least 80 per cent 
since 1990. breakthroughs 
which have prompted 
Daimler-Benz to suggest it 
win produce by the middle 
of the next decade Mercedes- 
Benz A-class vehicles pow- 
ered by a methanol-type fuel 
cell at prices similar to those 
of conventional vehicles. 

Toyota appears to have 
positioned itself as Daimler- 
Benz's key rival in the devel- 
opment race. The manufac- 
turer has also unveiled a 
prototype powered by propri- 
etary fuel cells operating on 
hydrogen, although automo- 
tive researchers have agreed 
the company's technology is 
several years behind that of 
Ballard. 

Toyota will use the Frank- 
furt motor show to introduce 


a vehicle powered by a meth- 
anol- type fuel cell, claiming 
it has considerably higher 
output than the company’s 
previous prototype. Toyota 
says the vehicle’s powertrain 
is sufficiently compact to be 
installed beneath the bonnet 
and floor of the RAV4 sport 
utility vehicle. 

Toyota aims to market a 
fuel cell-powered RAV4 for a 
price similar to the electric 
version of the vehicle, which 
will go on the market later 
this year for $42,000. How- 
ever, the company declines 
to say when it expects to 
mass-produce its Fuel cell 
technology. 

Honda, another Japanese 
carmaker, is reluctant to dis- 
cuss its research projects, 
and has not announced a 
fuel cell development proj- 
ect 

US companies, who are 
also cautious about provid- 
ing details, appear to be lag- 
ging behind Daimler-Benz 
and Toyota. The US govern- 
ment. however, has nudged 
the “big three" manufactur- 
ers - Ford, General Motors 
and Chrysler - toward fuel 


cell research as part of its 
Partnership for a New Gen- 
eration of Vehicles (PNGV), 
which aims to produce an 
80-mil e-per-gallon. low-emis- 
sions car by 2003. 

Chrysler aims by 1999 to 
produce a car powered by a 
single fuel ceD. featuring a 
processor that converts gaso- 
line into hydrogen and 
enabling customers to use 
existing fuel stations to fill 
up. 

Chrysler's processor 
vaporises gasoline and pro- 
duces a hydrogen-rich gas 
that is then mixed with air. 
The process virtually elimi- 
nates carbon oxide, which 
would poison the fuel cells, 
and produces emissions of 
carbon dioxide and water 
vapour. The processor is 
designed to use any type of 
fuel. although gasoline is the 
most likely. 

Ford expects to produce a 
hydrogen-fuelled integrated 
research prototype that 
could be ready for evalua- 
tion by 2000. The vehicle wifi 
store hydrogen on-board and 
be powered by fuel cells pro- 
vided by Ballard or Interna- 


tional Fuel Cells, of Connec- 
ticut 

General Motors remains 
secretive about its fuel cell 
project. The company is 
working with Ballard and 
also has its own internal pro- 
gramme focusing on systems 
integration and making fuel 
cells more commercially via- 
ble. Some in the industry 
believe, however, that GM is 
preparing to compete with 
Ballard by developing its 
own fuel cell technology 
based on research it con- 
ducted in conjunction with 
the department of energy at 
Los Alamos National Labo- 
ratory. 

While some experts say 
mass-produced fuel cell 
vehicles are just a few tech- 
nological breakthroughs 
away, others are less opti- 
mistic. Fuel cells remain too 
large to fit in conventionally- 
sized cars and cost roughly 
10 times more than the exist- 
ing drive units, according to 
some estimates. Once those 
problems are tackled, engi- 
neers must design the tech- 
nology so it can be mass pro- 
duced. 


“If you see these things in 
cars in any quantity in the 
next 10 years I will be sur- 
prised,” says Andy Burke, a 
researcher at the Institute of 
Transportation Studies at 
the University of California. 

The risk for carmakers is 
high, primarily because it is 
not clear whether gasoline, 
methanol or hydrogen will 
prevail as the consumer's 
fuel of choice. 

Gasoline is not as environ- 
mentally friendly as other 
fuels, but US oil companies 
have an interest in seeing 
that it remains marketable. 
Hydrogen is much cleaner, 
but handling pressurised gas 
is problematic. 

Liquid methanol is likely 
to emerge as the most 
acceptable alternative 
because it is relatively clean 
and easy to handle, but 
building a distribution infra- 
structure win require large 
investment Industry sources 
expect to see several years of 
intense competition among 
carmakers trumpeting their 
technology and choice of 
fuel before consumers finally 
make their preferences clear. 


Tough lightweight steels take step forward 


Weight is a vita! consideration 
as carmakers seek greater fuel 
economy, says John Griffiths 


A 35-strong global consor 
tium of steel manufacturers 
is ready to claim that its 
two-year project to develop 
commercially viable, ultra- 
lightweight car bodies in 
high-strength steels is on the 
verge of success. 

Participants in the Ultra 
Light Steel Auto Body 
(Ulsabi project say they wfll 
demonstrate at the Frank- 
furt motor show this week 
that new lightweight compo- 
nents for the basic body 
structure of a car can now 


be produced commercially 
using high-strength steels 
and new manufacturing 
technologies developed dur- 
ing the project. 

The consortium, which 
includes most of the world's 
leading steel producers, 
launched the Ulsab venture 
as a response to growing 
fears in the steel industry 
that the metal increasingly 
could be replaced In car 
body structures by lighter 
aluminium as carmakers 
seek to reduce vehicle 


weight in pursuit of greater 
fuel economy. 

The final conclusions of 
the Ulsab project are not due 
to be unveiled until the 
Geneva motor show next 
spring. However, the consor- 
tium claims that new models 
being launched at the show, 
including the latest Volks- 
wagen Golf. Mercedes-Benz 
A Class and Saab &-5. makp 
increased use of high- 
strength steels and related 
construction techniques and 
provide a pointer to steel's 
renewed potential 

The Ulsab project aims to 
show that high-strength 
steel car bodies can be built 
up to 35 per cent lighter, yet 
more strongly and more 


cheaply, than existing mod- 
els. 

It is expected that this 
week's disclosures will 
include some of the results 
of an economic analysis of 
the project by experts from 
Massachusetts Institute of 
Technology and Ibis 
Associates, a US 
consultancy. The analysis 
has been designed to allow 
car m anufacturers to make 
comparisons using their own 
cost and manufacturing 
assumptions. 

The $22m project is being 
led by Porsche's engineering 
services division. 

It has already been 
claimed by Germain Sanz, 

the consortium’s Chairman 


that the project could “revo- 
lutionise” car manufactur- 
ing. 

The Ulsab design is 
claimed to improve body 
rigidity by up to 182 per cent 
compared with existing 
structures used as the proj- 
ect’s benchmarks. 

The aluminium industry, 
which sees .car body manu- 
facturing as one of its big- 
ffsst potential growth areas, 
has been warned, however, 
that it faces a big battle with 
steelmakers. 

“Don't think that the car 
will soon be to the alumin- 
ium industry what the bev- 
erage can was in the 1970s 
and 1980s. Steel has decided 
to fight bade and not give up 


the battle for the can, so 
why would it give up the 
battle for the car?” says Mr 
Vrins. 

His wa rning was under- 
lined by Pete Peterson, a 
director, at the US steel 
group USX Corporation- A 
car was not a can which 
.could be immediately recy- 
cled, he pointed out 

The average life of a North 
American car was 12 years. 
If all 15m cars made each 
year in North America were 
of al umini um, they WDllld 
cost an extra $780 to $870. 
That meant Investing, in 
North America alone, $12bn 
to $13bn annuall y “in what 
are essentially non-produc- 
ing assets". 
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Sales performance exhilarates 


This spiritual successor to the 
E-Type has put Jaguar back on 
the map; write John Griffiths 


No car launch before or 
since has matched the world* 
riveting impact of the 
. E-Type Jaguar in 1961. 

Here was one of the fast- 
est. most beautiful vehicles 
ever conceived and, at less 
than £2,000, a price to pro- 
voke shamed disbelief 
among all its rivals. 

Nick Scheele, chairman of 
Jaguar Cars for the past five 
years, knew there was no 
hope of a repetition when 
what Jaguar insists is the 
spiritual successor of the 
E-Type - the XK8 convert- 
ible and coup#, made its 
debut in October last year. 
The E-Type was launched as 
a startlingly dramatic shape 
into a world of boxy saloons 
and often clumsily-styled 
rivals: the XES came as one 
more elegantly-crafted two- 
seater among several similar 
peers. 

Nearly a year on. however, 
Mr Scbeele can survey the 
XK8 with more than a little 
satisfaction. The XK8 is com- 
fortably outperforming even 
the E-Type where it matters 
most - the sales charts. 

The 9.539 XK8s sold world- 
wide in the first seven 
months of this year was 
more than triple the volume 
of the predecessor XJ-S last 
year, and represents record 
volume for sports cars for 
the Coventry-based com- 
pany. The XKB's popularity 
around the world has cre- 
ated lengthy waiting lists, 
and is the main contributor 
to a 20 per cent rise in Jag- 
uar's total sales during the 


first half of this year, to 
23.977. 

With sales still accelerat- 
ing. Jaguar expects total 
sales this year to reach 
45,000, the highest since the 
late 1980s when Jaguar was 
bought by Ford for £i.6bn. 
Nest year, the company 
hints, the XK8 may well 
send Jaguar past its record 
total output of 49.500 in 1988. 

At the car's launch. Jag- 
uar projected first-year out- 
put and sales of 12.000 XKSs. 
Instea d . 16,000 are expected 
to be built - already dose to 
XKB production capacity. 

A number of other factors 
is seen as providing the 
boost Jaguar has needed to 
overcome past doubts about 
quality. Among these are the 
company's Brown Lane fac- 
tory. near Coventry, being 
declared the best quality 
plant in Ford's worldwide 
network, and Jaguar rising 
rapidly in the charts 
of best-performing cars in 
North America's highly 
influential JD Power annual 
survey of consumer satisfac- 
tion. 

The XKB's sales perfor- 
mance to date, Mr Scheele 
insists, fully justifies Jag- 
uar's pre-launch contention 
that the car would put Jag- 
uar back on the shopping 
lists of younger buyers not 
attracted to the larger XJ-S 
coup#, which has now gone 
out of production after two 
decades. 

Under its skin, the XK8, 
which sells at between 
£50.000 and £60,000 in the 



The XK8 - with the E-Type in the background - has helped Jaguar to its highest sales this decade 


UK. is based on the X.I-S 
body platform, but has 
received wide praise from 
motoring entire for Its svelte 
appearance, greater agility, 
ride and handling * as well 
as the performance of its J-li- 
tre V8 engine built at Bridg- 
end in south Wales. 

The sales success or the 
XK8 is by no means based 
mainly on a patriotic UK 
market. Its sales are running 
well above expectations tn In 
Germany, traditionally one 
of the toughest markets for 
UK makers of performance 


Kirs to penetrate. 

Jaguar initially set a tar- 
get target of 8tt> XK6 sales in 
Germany during the first 
year, but the totai is expec- 
ted to be around 1,500, put- 
ting even greater pressure 
on Jaguar to raise output 
levels currently projected at 
17,000 a year. Some 4.539 
XKSs found buyers in the US 
in the first seven months of 
this year - also more than 
double the number of XJ-S 
models sold in the same 
period of last year. 

Mr Scheele finds it diffi- 


cult to resist a chuckle at 
figures showing around half 
of Germany buyers are trad- 
ing in Porsches. BMW's and 
Mercedes-Benz for the Brit- 
ish car. Even for German 
buyers more attuned, per- 
haps. to engineering effi- 
ciency than appearances, 
“it's proved to be a real 
head- turner", he says. 

Jaguar's market research 
shows styling and appear- 
ance as by far the most 
quoted reasons for buyers 
choosing the XK8. 

The XK8 is bringing down 


the average age of new Jag- 
uar purchasers, by some 
four or five years to t 0. The 
car is also proving extremely 
popular with women drivers 
in North America, who 
account for 35 per cent of the 
total for the convertible (20 
per cent for the coupe). 

Perhaps the best advertise- 
ment of all. says Jaguar, is 
the line-up of people who 
have decided to switch out of 
rivals' cars to the XKS, 
including golfer Nick Faldo, 
actor Tom Hanks and boxer 
Frank Bruno. 


Suppliers transform manufacture 


Modular design is producing 
significant savings for 
carmakers, says John Griffiths 


Modularisation is starting to 
rank alongside globalisation 
as a key buzzword in the 
automotive industry of the 
late 1990s. 

Look into the buildings 
alongside the Skoda produc- 
tion line at Mlada Boleslaw 
in the Czech Republic and 
leading component suppliers 
such as Rockwell - about to 
become indepedendent 
under the new name of Meri- 
tor - can be seen putting 
together complete door 
systems for delivery straight 
to the correct point on the 
asssembly line. 

In Br azil, and in other fast- 
growing regions where car 
production is currently the 
subject of significant invest- 
ment. entire greenfield 
assembly plants have been 
designed from scratch with 
adjoining “supplier parks” 


populated by component 
manufacturers. 

The suppliers are no 
longer delivering merely 
batches of parts to order, 
however, but Instead entire 
and often very complex 
modules, from complete 
suspension packages to 
ready-to-bolt-in driver 
cockpits. 

At older plants, such as 
the General Motors Vauxhall 
factories at Ellesmere Port 
and Luton in the UK. land 
has been cleared wherever 
possible close to the assem- 
bly lines in order to allow 
the same process. The pat- 
tern is continuing to spread 
throughout the industry. 

Carmakers increasingly 
see their role as assemblers 
of such modules, produced 
by a small and still-dwind- 
ling number of big. usually 


multi-billion dollar turnover, 
first-tier suppliers required 
to operate globally. Such 
suppliers, typified by TRW. 
Lear, Varity and Bosch, have 
the extensive technological 
and financial resources 
needed to design, develop 
and produce these modules, 
sometimes even to fund 
them on a shared-risk basis. 

These leading suppliers' 
ability to spread their 
resources and particular 
expertise across a number of 
large car-producing custom- 
ers has clear cost benefits to 
vehicle makers - benefits 
magnified by changes in 
vehicle design to take advan- 
tage of the module concept 
through simplified assembly 
processes. 

Within this overall sce- 
nario. the creation of the 
supplier parks, allowing the 
ultimate in just-in-time 
delivery, could be seen as 
the icing on the cake, com- 
pleting a process which is 
transforming the economics 
of vehicle production. 

It is being achieved at a 


cost - the disappearance or 
takeover of hundreds of 
smaller suppliers unable to 
provide the global muscle 
now demanded, or their 
demotion to become merely 
suppliers to the emerging 
global giants of the compo- 
nents sector. 

The concentration process 
still has some way to go. 
however, even though the 
pace of mergers and acquisi- 
tions among components 
groups has been intense in 
recent years. 

Among the most recent 
deals, early this month 
AllledSignal of the US 
announced it was selling to 
Breed Technologies its 
$900m turnover safety 
restraints business, compris- 
ing mainly seat belt and air- 
bag production. 

Breed, with headquarters 
in Florida, is already one of 
the world's biggest suppliers 
of safety restraints, with 60 
facilities in 13 countries. 
AlliedSignal's similar busi- 
ness is also big - it is the 
largest US supplier of seat- 


belts, but only the third-larg- 
est of airbags. 

The deal gives Breed an 
opportunity to cement its 
position as a world leader in 
this specific sector, and with 
even larger economies of 
scale to respond better to 
carmakers' relentless 
demands for their suppliers 
further to drive down costs. 

It is a sector to which 
AllledSignal was not so 
heavily committed, and the 
business's sale, says John 
Barter. AllledSignal Automo- 
tive president, “will allow us 
to focus on businesses that 
have strong market posi- 
tions and outstanding 
growth potential”. 

For AlliedSignal, this 
means, notably, turbocharg- 
ing and truck braking 
systems - in both of which it 
claims global market leader- 
ship. 

Other pressures are cer- 
tain to ensure that the pro- 
cess of concentration goes 
on. not least the trend by all 
leading vehicle producers to 
reduce sharply the number 


of body ‘platforms' on which 
they base their model 
ranges. 

Volkswagen for example, 
is in the process of reducing 
the bulk of its production of 
VW. Audi, Seat and even 
Skoda-branded cars to four, 
from around 16. 

This trend, too. is certain 
to continue. 

Last month. Nick Scheele. 
chairman of Jaguar, dis- 
closed that the luxury car- 
maker was planning to pro- 
duce its first relatively 
high-volume car. a rival to 
the BMW 3-Serics. given the 
code name X400. 

Assuming the final 
go-ahead is given by Ford. 
Jaguar's parent the car will 
go into production. Mr 
Scheele makes clear, as 
“every inch a Jaguar". 

Under the skin, however, 
its body platform is likely to 
be shared with that of the 
next Ford Mondeo. 


TYRE NEWS IN BRIEF By John Gr; 


Colour treads some 
tentative steps 

The car tyre industry is taking its first significant steps 
into the use of colour as a marketing tool since 
white-wall tyres faded from the automotive scene in the 
1970s. 

The increasingly widespread ase of silica - which has a 
neutral colour - in the composition of tyres means that 
Michelin has been able to introduce greens, reds and 
yellows as an integral part of tyres now being test 
marketed in several fashionable cities in Europe. 

The move by Michelin, which has allowed broad bands 
of the tyre tread itself as well as the sidew all to be 
manufactured in colour, coincides with a slightly less 
adventurous approach by Vredestein. the Dutch 
tyremaker, which is building narrower bands of colours 
into the sidewall only. 

Michelin is test marketing its “Coral do" tyres as a 
limited series in Tours, Munich and Milan - “regions 
where contemporary European fashion and culture is 
typically represented”, according to Alan Abercrombie, a 
spokesman for the French company. An all-green tyre is 
also being test-marketed. The standard production 
process requires some modification to ensure that there 
Is no staining of the coloured sections, but is believed not 
to add significantly to cost. 

Vredestein's “Axenta" tyre is what the company - the 
Netherlands' only indigenous tyremaker - describes as 
its “first step on the road to high-tech lyre fashion". The 
coloured stripe consists of tbemoplasts bound to the tyre 
during vulcanisation to ensure that the colours do note 
fade. 

It also is currently being test-marketed throughout 
Europe and. suggests Ian Wilson, Vredestein's UK 
director, it is likely to be only a first step. “One day a 
motorist may be able to go into a tyre dealer and design 
his own tyre". 

Laser checks help safety drive 

Fulda, the 
German tyres 
subsidiary of 
Goodyear, has 
developed a 
laser-based 
system to 
monitor 
motorists' tyre 
tread depths. 
Teams from 
Fulda have been 
undertaking the checks in several countries across 
Europe, most recently in the UK during the past few 
weeks. Some 45.000 British motorists have had their 
tyres assessed - many without their knowledge and 
while they were away from their cars. 

Tbe "Laser Check" system is hand-held and resembles 
a bar-coder. Operators pass the laser head across the 
tread, of each tyre to obtain an accurate reading of tread 
depth, the results or which are attached in the form of a 
print-out to drivers' windscreens. 

Fulda says 10 per cent of tyres tested in Germany were 
below the legal minimum, while in the UK 6 per cent of 
tyres were found to be not only below the legal 1.6mm 
minimum, but dangerous. 

Making advances with Kevlar 

DuPont, the chemicals group based in Switzerland, has 
created a new technology which allows its Kevlar 
composite fibre to be integrated directly into the rubber 
compound of vehicle tyres. 

Kevlar, probably the best known of high-strength 
composite fibres, has been used widely as a reinforcing 
material for two decades - hut usually as a lightweight 
substitute for steel bracing and beading elements. 

The new technology allows it to become an integral 
part of a tyre’s rubber matrix. The result, says Heike van 
de Kerkhof. of DuPont's European tyre marketing 
operations, is a substantial increase in tyre durability 
and safety, combined with substantial weight saving. 

Pirelli, the Italian tyremaker, is putting the material to 
its first commercial use in the production of motorcycle 
tyres. Pirelli, the world's sixth largest tyremaker, is also 
testing car and bicycle tyres incorporating the material. 



“Our motor Industry customers act 
very frustrated when I can’t tell 
them what we specialise in.” 

- Karl E. Ludvigsen, Chairman. 

Well they might. Mr Ludvigsen. They want straight answers m a 
straight question. Perhaps you should say that you specialise in fast 
understanding of their problems and needs, thanks to your 
company’s decades of man-years of experience in all aspects of 
motor vehicle and component planning, market research, 
distribution, marketing and selling. You could mention your first- 
rate reputation for cost-effective and practical counselling and 
services. You could add the names of the hundreds of blue-chip 
companies throughout the world who rely on Ludvigsen as their 
■aS^naource’. You could conclude by saving that LudvjgM is 
(he value-adding business consultancy dedicated shim 1983 to 
serving the motor industry - and ready to scree the reader of this 
advertisement. 

Your free personal copy of 'Managing Marque 
Reputations' awaits receipt of your business card by: 

ludvigsen associates 

Suite 111. 73 Collier Street, London. N1 9BE, England 
Telephone 0171 837 1700 Facsimile 0171 837 1776 

E-mail: Ludvigsen^maiLbogarttuk 


The Financial Times will publish 

FT Auto 4 

on Thursday December 4 


For further Information, 
please contact: 

James Burton 
Tel: +44 171 873 4677 
Fax: +44 171 873 3062 
or your usual Financial Times representative 


Daewoo on the way 
to a transverse six 


Korean carmaker appears to 
have overcome an old problem, 
writes Haig Simonian 


FT Surveys 




The first in a new breed of 
transversely-mounted front- 
wheel-drive six-cylinder 
engines should see the light 
of day in about two years in 
at least one of a new genera- 
tion of executive cars from 
Daewoo, the hugely ambi- 
tious South Korean car- 
maker. 

The new engine, part of a 
family of three, four and six- 
cylinder units under devel- 
opment at a new technical 
centre near Munich, has 
been dubbed “XS". The 
name alludes to the motor's 
extreme compactness to 
slide into the restricted 
space between the front 
wheels 

Carmakers have generally 
mounted six-cylinder 
engines longitudinally, as 
space has not tended to be at 
a premium in the executive 
or luxury models in which 
they are usually found. Even 
Daewoo is leaving its options 
open: the early design brief 
far the XS six-cylinder range 
allows Tor either transverse 
or longitudinal application, 
depending on the model. 

Previous attempts to com- 
bine the traditional smooth- 
ness and power of a six-cyl- 
inder power plant with the 
compactness of a trans- 
versely mounted four have 
produced unusual solutions: 


Volvo eventually compro- 
mised by developing a five- 
cylinder unit for transverse 
mounting. 

Andreas Truckenbrodt, 
joint managing director of 
the Munich centre, says 
developing in-line sixes was 
more than just a reflection 
of the fact that many of Dae- 
woo's German engineers 
used to work for BMW. 
Unlike Its arch-rival Merced- 
es-Benz, which has just 
developed a new family of 
V6s, the Bavarian car maker 
is renotzned for its silky- 
smooth in-line sixes. 

"In-line engines are easier 
and cheaper to make than V 
configurations," he notes. 
"You don't have duplication 
- such as two cylinder 
heads. And they can be man- 
ufactured more easily than 
on a complex transfer line." 

But the need to save space 
obliged the team, set up 
three years ago and now 
housed in an anonymous 
office block near Munich air- 
port. to come up with some 
innovative solutions. 

Reducing the gap between 
cylinders to a bare minimum 
saved weight as well as 
space, making the new 
engine the lightest six-cylin- 
der unit in its class, he says. 
Achieving a 2.5-litre dis- 
placement in tbe space avail- 


able also meant choosing a 
relatively small bore but 
long stroke, an inherently 
very efficient design which 
has tended to be overlooked 
in recent years, according to 
Mr Truckenbrodt 

The new Daewoo unit has 
been through various proto- 
types and is now under test 
on the road in disguised 
vehicles. Although still some 
way from volume produc- 
tion, Mr Truckenbrodt 
believes the project has 
moved relatively fast. 

“The first year was taken 
up just getting off the 
ground," he says. "At first, it 
was just me on the phone 
from my Munich apart- 
ment." The team is now 80 
strong and will soon reach 
nearly 100 - mainly German 
- engineers. The pace has 
also been hampered by rigor- 
ous national testing require- 
ments for new engines, 
which have to be run for up 
to 100,000 miles in final form, 
he notes. 

While the new engines are 
an open secret, where they 
will be built remains uncer- 
tain. While Korea appears 
the obvious location, the six- 
cylinder units will feature 
prominently In top-range 
models for export to Europe 
and, eventually, tbe US. 
Maintaining close contacts 
with suppliers, some of 
which have worked closely 
on the new engines from the 
start, may be an argument 
for locating in Europe, says 
Mr Truckenbrodt 
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We’ve spent 30 years perfecting 


the Gasoline Direct 



ection engine. 


but it’s been worthwhile, 
if only for the sake of one thing. The Earth 
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The Gasoline Direct Injection engine has been the dream of engineers all around the world 
for over 100 years. In this dream the fuel economy Of a diesel is combined with the power of a 
conventional petrol engine without compromising either At Mitsubishi it’s a dream come; true. 

But it’s taken a third of a century to realise. Engineering heritage, corporate commitment, 
individual talent and sheer persistence have made the GDI possible. The adage “1% inspiration 
99% perspiration” has never proved to be so true. The end result is an engine that’s 100% 
Mitsubishi. An engine that uses less fuel, yet at the same time is more powerful. And because it 
bums fuel so efficiently it gives out less CCh and NQx emissions. ****** 

This is the engine that’s destined to drive the 21st century. In time it will be appreciated by 
everybody on Earth. Especially Mother Earth GDI takes you Junker. 
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•GDI is a trademark of Mitsubishi Motors Corporation. 





